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Charles Bohlen . . . On State Department ‘Strategy Team 


(See People of the Week) 
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. upon proper and becoming dwellings depends more than anything 
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else the improvement of mankind 


— BENJAMIN DISRAEL| 









Why some homes get better all the time 


Homes, like human beings, need stout “constitutions”... 
which depend, in turn, on building products used. And 
these are getting better all the time. 

In building or remodeling today, you can choose weather- 
defiant paint . . . warm-hued and Jasting plastic tiles for 
kitchens and bathrooms . . . hardware and window screens 
of stainless steel or any-purpose plastics. 

Yours, too, are heating installations with leakproof 
welded piping and streamlined plumbing. To say nothing 
of resin-glued plywood, good for decades as sheathing, sub- 
flooring, doors and complete interior and exterior walls. 

These are a few of today’s countless building products 
that give better service because into them go better basic 
materials, 


Producing better materials for the use of science and 


industry and the benefit of mankind is the work of the 
people of UNION CARBIDE. 

It takes basic knowledge and relentless research. Tremen- 
dous pressures and extreme vacuums. Heat up to 6000° 
and cold down to 300° below zero, Fahrenheit. Working 
with these—and working together—the various Units of 
UCC now separate or combine nearly one-half of the many 
elements of the earth. 


FREE: You are invited to send for the illustrated booklet, “Products 
and Processes,” which describes the ways in which industry uses 
UCC’s Alloys, Chemicals, Carbons, Gases, and Plastics. 


Unton C ARBIDE 


AND CARBON CORPORATI 


30 EAST 42ND STREET [I[q@ NEW YORK 17, N. 


Products of Divisions and Units include — 


LINDE OXYGEN ¢ PReEsT-O-LITE ACETYLENE * PyROFAX GAS ¢ BAKELITE, KRENE, VINYON, AND VINYLITE PLASTICS 
NATIONAL CARBONS ¢ EVEREADY FLASHLIGHTS AND BATTERIES ¢ ACHESON ELECTRODES 
PRESTONE AND TREK ANTI-FREEZES © ELECTROMET ALLOYS AND METALS ¢ HayNEs STELLITE ALLOYS ¢ SYNTHETIC ORGANIC CHEMICALS 

















] Lower taxes. That can come by more effi- 
cient government—abolishing needless bureaus, 
spending for value and not for votes. (Did 
you write your congressmen, demanding it?) 






2 More efficient machinery which cuts cost 
‘by reducing waste. (Have you asked your fore- 
man for more modern machines?) 







3 Better use of machinery — more efficient 
production by workers, which is the best and 
biggest way to cut costs and so cut prices. 
Workers benefit because they make themselves 
worth more, they increase the market for their 
products and so make their jobs more secure, 
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They say prices should come down 


Only 3 things can bring them down 


YOU CAN MACHINE IT BETTER, FASTER; FOR LESS WITH WARNER & SWASEY TURRET LATHES, MULTIPLE SPINDLE AUTOMATICS AND TAPPING MACHINES 


they benefit by lower prices for what they buy. 
(Have you produced as efficiently as you know 
how, today?) 


Note whose responsibility it is to bring about 
lower prices: government by cutting government 
costs and taxes .. . management by providing 
better equipment . . . workers by using equip- 
ment more efficiently. Of course it’s popular to 
say somebody else should do the price cutting. 
But these are the only three ways prices can be cut. 


Better look to see if you have made your 
start, before you launch a blast at the other 
fellow’s price. 


WARNER \ 
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SWASEY 
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Federal housing. President Truman 
signed a bill permitting completion of 100- 
low-cost housing and slum-clearance proj- 
ects in 75 cities. The new law amends an 
earlier rule that federal funds could not 
be used on any housing project where the 
cost of construction exceeded $5,000 per 
family or $1,250 per room. Now, cities 
may authorize completion of projects by 
paying the difference between the former 
limit and present construction costs. The 
President also signed legislation authoriz- 
ing disposal to farmers’ associations of 
housing used in wartime farm-labor pro- 
gram. There are 48 permanent and 70 
temporary camps involved. 


Armed forces. War Department re- 
ported what it has done since the war 
ended to convert to a peacetime bas's and 
to plan for a possible future war. Office 
of the Under Secretary issued this sum- 
mary of its activities since July, 1945: 
Normal purchasing for Army needs has 
been resumed, now that civilian scarcities 
have disappeared, and buying practices 
are being revised to fit in with Navy 
purchasing; renegotiation and settlement 
of war contracts is virtually completed; 
the Department made a $20,000,000 gross 
profit on $9,000,000,000 loaned during the 
war to contractors who could not obtain 
normal financing: losses will not exceed 
one twentieth of 1 per cent on $7,000,- 
000,000 worth of advance payments made 
to contractors, some of which had to be 
refunded when the contracts were termi- 
nated; 60 Government-owned plants have 
been set aside as stand-by factories in 
case of an emergency: 71 other factories 
are being leased or sold with a “national- 
security making the factories 
quickly available to the Government in an 


clause’ 
emergency. 


Air freight. A 25 per cent cut in air- 
freight rates was made by 19 scheduled air 
lines. The new rates bring average charges 
down to 20 cents a ton-mile. Former rate 
was 2614 cents a ton-mile, on the average. 
Civil Aeronautics Board, in allowing the 
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new rates, approved a uniform “airbill” to 
serve as bill of lading. Also approved were 
new procedures to speed the flow of 
freight where more than one air line han- 
dles the shipment. 

Comparing operations of 16 domestic 
trunk air lines for first four months of 
1947 with same period last year, CAB re- 
ported that freight ton-miles increased 
almost 200 per cent, revenue passenger- 
miles were up about 15 per cent, but the 
per cent of available seats occupied was 
down about 30 per cent. 


Message tolls. Higher rates were au- 
thorized on messages to points outside the 
U.S. Federal Communications Commission 
approved these increases on international 
cable and radio telegraph services: Mes- 
sages to Central and South America will 
cost 22 cents per full-rate word; to Europe, 
25 cents: to trans-Pacific points, 30 cents. 
Old rate was 20 cents. 


Market guide. Commerce Department 
published a booklet entitled “State and 
Regional Market Indicators, 1939-1945.” 
It is designed as a handy reference for 
marketing executives. Data printed in 
1944 are revised and expanded in this new 
report. The booklet is one of several 
planned by the Marketing Division of the 
Department, Commerce officials said. 


Food outlook. A moderate seasonal de- 
cline in meat prices is expected this au- 
tumn, Department of Agriculture reported. 
Record meat prices in July, about 20 per 
cent higher than a year ago, will be main- 
tained near July peaks unless there is a 
decline in consumer income and spending, 
the Department predicted. 

Crop goals for 1948 were announced by 
Agriculture officials. Farmers are asked to 
plant 75,000,000 acres of wheat, which 
would produce a crop of more than 1,000,- 
000,000 bushels with normal weather. Goal 
for rye acreage was increased and potato- 
acreage goal was set at 2,370,000 acres, 
about the same as this year’s potato acre- 


nite 
age. 
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Home ‘Town ki olks 





Wherever there is a Bell telephone office, 
you will find it operated and managed 


mostly by home town people. 


For the Bell System is made up of many 
hundreds of local units, each serving its own 
community. So the telephone company 
isn’t something big and far away but close 


to your home and your interests. 


This means compact, efficient operation 
and it also helps to keep a friendliness and 
a neighborliness in the conduct of the 


telephone business. 


The Bell telephone people in your com- 
munity aim to be good citizens in all 
things, in addition to giving you good and 


economical telephone service. 


BELL TELEPHONE SYSTEM 















This modest 


investment 


triple dividend 





FIRST. You've got a regular rolling office 
in a Pullman Roomette, because the por- 
ter will be glad to set up a table where 
you can plan your next day’s work in 
privacy and comfort, 


Go Pul 


Iman 





pays a 





SECOND. You can sit up late or turn in 
early, because you control that big 6’ 5” 
bed yourself. The touch of a lever swings 
it out of the wall—all made up for a swell 


night’s sleep. 














THE SAFEST, MOST COMFORTABLE 
WAY OF GOING PLACES FAST! 





STANBARD 


SLEEPING ¢ 
OFFice 25.59 AR TICNET 3-25 





956 














THIRD. You swing the bed back into the 
wall next morning and have all that room 
for dressing. Private toilet and washbowl, 
too. You've got a headstart on the day 
when you arrive refreshed—on dependable 
railroad schedules—right in town, conven- 


ient to everything! 





————— 





cious living room. 











SS 


NEW DRAWING ROOM COMBINES MANY ADVANTAGES 


DAY. This drawing room, featuring en- 
closed washing and toilet facilities and 
other refinements, is one of several new 
accommodations included in Pullman 
cars now being built. Here, it’s a spa- 


NIGHT. Three large beds come out of 
the walls at night to make it a comfort- 
able bedroom, with plenty of space for 
dressing—and all conveniences of home. 
This new drawing room will be ideal for 
family traveling. 





© 1947, THE PULLMAN COMPANP 
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Kee u S Pat Off 


It is time again to look over the. broad situation, to size up what is going 
on in the world. Frankly, things don't look at all good. 

A_war attitude is guiding U.S. policy. There's a regular war strategy in 
moves made. The war at this stage is political, economic, not military. 

War itself, fighting war, is probably 10 years away, maybe 15, not 5. 

Fighting war, however, could be the end product of present political war. 
It is about all to look forward to. That's the long and short of it. 

Idea of being tough with Russia, the "Truman doctrine," sounded good at the 
time. The only trouble is that Russia doesn't react according to formula. She 
gets harder, not softer. That isn't what the theory called for. 











Hard fact of the matter, with trimmings off, is simply this: 

U.S. is slipping, not winning, in the "cold" war, the political war. Troops 
may have to follow dollars in Greece. That situation is bad. French Communists 
have U.S. checkmated in carrying out ideas to put Germany to work. China is 
Slipping. from bad to worse fast. It really is a mess. 

Marshall plan for putting up more dollars isn't doing so well either. Its 
chance of success is not more than 50-50, if that. Europe wants all the dollars, 
but doesn't want to make changes needed to become self-supporting. Congress, 
too, is going to ask many questions before putting up more money. 

Dollars, as matters stand, are not going to win the "cold" war. 








If real war, “hot" war, then comes, it still won't be so simple. 

U.S. probably cannot conquer Russia. Top military men say that. 

U.S. might, after immense effort, push Russia back to her old borders. 

Europe, now in bad way, then would be a complete shambles, nothing left. 
Russia would be very badly smashed up, too. There is no doubt about that. 

U.S., in parts, might be quite a shambles as well--from bombs. 

Also, man-power losses almost surely would be great. Debt now amounting to 
$260,000,000,000 would be at least $1,000,000,000,000. Taxes would become con- 
fiscatory if any effort were made to avoid real inflation. Another war will al- 
most surely end in socialism for U.S. The present system couldn't survive. 

That's about the size of it. It is quite a problem. 











Of course, it's easy to point out these things. It is not so easy to figure 
out what would work any better, what course would avoid war. 

Alternatives offered, but officially rejected, include these: 

Alternative No. 1: Accept Russia's dominance in Eastern Europe. Try to make 
a deal on handling problems in the rest of the world. Recognize that Russia may 
have a "Sphere" in her area as U.S. has in this Hemisphere. 

Alternative No. 2: Pull back from Europe and let the revolutions blow. For-= 
get about trying to shore up wrecked economic systems. Let new groups come to 
power, even at the cost of wiping out old property rights. 

Neither course is acceptable to U.S. It may be too late for either. 








The U.S. dilemma, under present policy, basically is this: 


(over) 
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NEWSGiAw-- 1 OMORROW== (Continued) 


If dollars are passed out freely, nations getting dollars won't get down to 
hard work, won't clear out deadwood, increase hours of work, step up the level 
of efficiency by ending all kinds of featherbedding practices. France will go 
on trying to block efforts to get Germany back to work and off a dole. 

If dollars are not handed out, nations will swing to the left, will go in 
for more socialism, will give Communist parties a better chance. People do not 
like to face the reality of need for harder work, lower living standards. 

So: U.S. is over something of a barrel. Turn one way, and it costs a lot of 
dollars, at a time when taxpayers already are squeezed. Turn another way, and 
there's Russia looking you in the eye. The big-time planners have managed to get 
themselves in quite a situation. Joseph Stalin must be chuckling. 








Now for a glance at what probably is just ahead..... 

A crisis of some kind is in the making. It's to be economic at first. 

Cash from U.S. won't come soon enough or in quantity enough to save the 
British from a squeeze. The French will be squeezed, too. Both may be forced to 
Stop coasting on dollars and to get down to realities, away from dreams. 

Cash dollars, when replenished by Congress, won't meet demands. 

Cash from U.S., in loans and gifts, already budgeted for the year started 
July 1, totals nearly $4,000,000,000. Much of that is for Britain and France. 
World Bank loans will add about $1,000,000,000. That's $5,000,000,000. It is 
doubtful if Congress will put up much more without a lot of argument. 

Belt tightening, as a result, lies ahead for Western Europe. 








Dollars will fail to prevent drastic changes in Britain, France. 

Denial of dollars will fail to stop Russia in Eastern Europe. Idea that 
Russia will blow up has been offered every year for 30 years. It's offered again 
as a basis on which to rest U.S. policy. It's probably phony. 

Dollars will flow down a rathole in Europe till all Europe gets to work. 





Europe will agree on what its needs from U.S. are. That's not hard. 

Europe won't agree so easily on a plan to pay bills through work, not 
through borrowing. France will balk at letting Germany work hard. 

A crisis of some kind will occur while Congress is arguing about how many 
more dollars to put up. U.S. exports will take a nose dive. There'll be all 
kinds of pressure for action. So something will be done. But it won't work. 
It won't solve the problems that have the world in trouble, facing war. 





Mr. Truman regards his problems with Stalin much as Mr. Roosevelt felt about 
his problems in dealing with Hitler. He thinks in terms of trouble. 

State Secretary Marshall inclines to apply the strategy of military to the 
operation of diplomacy. His life's training is all military. 





Senator Robert Taft may be a more formidable rival than Dewey thinks. Taft 
stock is on the rise. Truman would beat either at the moment, say the polls. 





There is this to remember about post-mortems on war Spending: 

War is waste on a gigantic scale. War cost U.S. $300,000,000,000. It is 
an item of $18,000,000 that the Senate is investigating. There probably are 
hundreds of items involving spending of millions on ideas that wouldn't work. 

Mr. Roosevelt gambled nearly $2,000,000,000 on the atom bomb with no more 
than a long-shot chance that it would be anything but a dud. Army and Navy 
turned down all kinds of things as impractical that later panned out. 

There's no such thing as an economical war, or a war run by accountants 
who count the pennies and undertake nothing that isn't a sure thing. The way to 
avoid waste of taxpayers' money is to avoid war. Not otherwise. 








See also pages 14, 17, 20, 34. 


(No part of this or any other page may be reproduced without written permission) THE UNITED STATES NEWS 








Unsee 
to th 
gives 
cords 


may | 




















Unseen, but contributing mightily 
to the long life a Goodyear tire 
gives you, is a pre-tested network of 
cords that make up. its body. 

Why is pre-testing important? You 
may not know it, but tire cord can 
be as variable as the weather. 

Heat, cold, dampness, and dry- 
ness can all affect the strength of 
tire cord. 

To get into a Goodyear tire, cord 
must demonstrate adequate strength 
under any and all conditions to 
which that tire may reasonably be 
subjected. 

To protect your dollars—and per- 





haps your life—Goodyear has the 
intricate machine shown above. 

It can be made so that it will pull 
cord in temperatures ranging from 
20° below to 400° above zero. It 
stretches and strains sopping wet 
cord; and the same cord bone dry. 

Unless the cord can withstand the 
Goodyear breaking test under all 
these conditions, it isn’t good enough 
for you, or for Goodyear. 


This helps to explain why Goodyear 
remains America’s first-choice tire 
for the 32nd consecutive year—why 
more people ride on Goodyear Tires 
than on any other kind, 


first-every year for 32 years 
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More people ride on Goodyear tires than on any other kind 










MORE MILEAGE FOR YOUR MONEY 
New tires deserve new tubes. Get 
both from your Goodyear dealer— 
your Tire Service Headquarters. 

















That editor 
must have read 
my mind !* 








I WAS sure hard to please! But that 
article on a machine shed did it— 
with facts and figures that jibed with 
the ones in my mind. No wonder I’ve 
got faith in Capper’s Farmer! Here’s 
what happened: 

I wanted just the right shed for my 
machinery—one with no interior posts 
or braces to take up room and make 
parking a nightmare. And it had to 
have two big doors—big enough to 
drive a hay loader or combine in one 
end and out the other. 

I couldn’t find what I needed any- 
where. Then I saw it in a Capper’s 
Farmer article—just the one! A farmer 
in Kansas had built it—a high, arched- 
roof shed. I got the blueprints, bought 
the materials, hired two helpers, and 
pitched in to put it up. 

That shed suits me to a T! It pro- 
tects my big machinery investment, 
and in a pinch I can use it for grain 
storage. That article—plus my con- 
fidence in Capper’s Farmer—paid real 
dividends! 


* Based on an actual case history from 
Capper’s Farmer files. 


To 1,300,000 top farm families in Mid- 
America, Capper’s Farmer is a reliable 
source of profitable, workable suggestions. 
The great selling power of ads in Capper’s 
Farmer reflects this complete confidence. 






The Magazine 
Farm People 
Believe In 





Cappers Farmer 


TOPEKA, KANSAS 











What you as a businessm 
as a result of federal court 


YOU CANNOT, as an industrial user 
of sugar, pile up unlimited supplies. In 
ending rationing of sugar for industrial 
and institutional users, the Department of 
Agriculture establishes inventory controls. 
These restrictions on inventories also apply 
for wholesalers and retailers of sugar, but 
not for refiners, sugar mills and importers. 


* % * 
YOU CANNOT expect an early end of 
Government controls over installment 


credit. Congress authorizes the Federal 
Reserve Board to continue these consumer- 
credit controls under Regulation W until 
Nov. 1, 1947. 


* * * 


YOU CAN, as an employer, probably 
meet the requirements of the Selective 
Service Act if you offer a returned veteran 
a “like” job in another plant of your com- 
pany in a nearby town. A federal district 
court rules that one employer did not have 
to reinstate a veteran in the particular job 
that he left. so long as the employer 
offered the ex-serviceman a similar job in 
a nearby plant. 


* * * 


YOU CANNOT expect to be allowed 
a refund for overpayment of an estate tax 
unless your claim for a refund is filed before 
the three years allowed by the statute of 
limitation elapses. The U.S. Tax Court 
holds that a protest by one taxpayer 
against payment of additional tax claimed 
by the Commissioner was not sufficient 
notice of intention to file a claim for a 
refund. 


* * * 


YOU CAN find out about Government 
surplus industrial plants available for pur- 
chase or lease from a revised booklet just 
issued by the War Assets Administration. 
The booklet, entitled “Plant Finder,” lists 
723 Government-owned industrial facili- 
ties that are currently being offered for sale 
or lease. 


* * * 


YOU CANNOT, as an official or director 
of a railroad company, deal in the securities 
of your company. The President vetoes a 
bill passed by Congress that would have 
changed the law prohibiting such trans- 
actions. The bill would have permitted 
dealings in securities in cases where a rail- 
road director or officer also was a director 
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an CAN and CANNOT 4 
and administrative decision, 


or officer of a banking or investment Con. 
pany dealing in railroad securities, 


* * * 


YOU CANNOT any longer get an », 
port license for shipment of goods befyy 
the actual order for the goods is obtain 
The Office of International Trade amenj 
its regulations so that licenses cannot } 
used to clear shipments on orders ». 
ceived after the license date. 


* * * 


YOU CAN sometimes maintain a ta, 
exempt status for a corporation ey 
though capital stock of the company j 
owned by a nonexempt organization, Th: 
Bureau of Internal Revenue rules that ; 
corporation does not lose its exempt stan(. 
ing solely because of such ownership of ji 
capital stock, so long as this stock owner. 
ship gives no rights to dividends or profits 


* * * 


YOU CAN disregard the retirement 
pay received by a veteran taking on-the. 
job training when figuring the month 
ceiling on combined wage and Goven- 
ment allowance that he can receive unde 
the GI Bill of Rights. The Veterans’ Ad. 
ministration rules, in the case of Navy 
veterans, that retirement pay does 10 
count against the maximum wage and al: 
lowance of $175 that can be received by 
nonmarried veterans, and $200 by veteran 
with dependents. 


* * * 


YOU CANNOT disregard all of the old 
rulings and bulletins issued by the Wage- 
Hour Administration despite passage of 
the Portal-to-Portal Act. The Administra- 
tion announces that all of its regulations 
are in full force and effect, and that each 
of its old bulletins will remain in effect 
until formally withdrawn or suspended by 
new bulletins. 


* * * 


YOU CAN, as a producer of copper, 
lead, zinc or manganese, count on col: 
tinued federal subsidy payments. Author 
zation to continue these premium paj- 
ments until July 1, 1949, was voted by 
Congress, with emphasis on exploration 
and development of domestic mines. The 
subsidy payments are to be made by the 
Reconstruction Finance Corp., with rules 
and regulations to govern payments to be 
approved by the Secretary of Commerce. 





Conclusions expressed in these paragraphs are based upon decisions and rulings 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. Tae UN1TED Sates 
News, on written request, will refer interested readers to sources of this basic maternal. 
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Pianos, organs, musical instru- 
ments, radios, phonographs, rec- 
ords, music—as well as home 
appliances— roll to the main 
store in Detroit and to all the 
outstate branches from two ware- 
houses and from Grinnell’s piano 
factory in Holly, Michigan. 


Trailers Unite Scattered Stores! 


These Fruehauf Trailers form a 
continuous “conveyor belt’ to 
move merchandise from suppliers 
. .. to warehouses . . . to the dis- 
play rooms .. . with efficiency 
not obtainable by any other 
method. The big blue and gray 
Vans seldom ride empty. Large 
loads of furniture for the Detroit 
store are picked up at Michigan 
furniture factories for return 




















RINNELL BROS., the largest music house in the 
central west, stock their retail outlets in many 
Michigan cities as well as in Toledo, Ohio, with 
“everything in music’’—by the modern Fruehauf Trailer method. 


trips. Refrigerators, ranges, iron- 
ers and electrical appliances like- 
wise are speeded from railheads 
and factories to the warehouses 
in this two-way Trailer operation. 


Elevating Endgates 
Increase Trailer Efficiency ! 


Each Fruehauf Aerovan in the 
service of Grinnell Bros. is equip- 
ped with a Fruehauf Elevating 
Endgate which lifts and lowers 
these heavy household items with 
smooth hydraulic power. This 
“tailgate elevator” eliminates 
“brawn power,” minimizes dam- 
age to goods and speeds deliver- 
ies. Think what this means in 
moving pianos and heavy items 
— another saving made possible 
by Fruehauf equipment. 





MOTOR 
TRANSPORT 


Only 1 in every 6 vehicles on the road is a truck 
Only 1 in every 5 miles traveled is by truck 
TAREE eae) =6Yet 1 in every 3 highway tax dollars is paid by trucks 








World’s Largest Builders of Truck-Trailers 


FRUEHAUF TRAILER CO. 


e DETROIT 32 


10 Factories — 66 Factory Service Branches 





A TRUCK IS LIKE A HORSE 


























TRAILERS CUT COSTS 
IN ALL LINES 


In every line of business, executives 
have discovered that Fruehauf builds 
Trailers to handle their deliveries 
better, and help materially in meet- 
ing tightening competition by low- 
ering hauling costs. Your nearest 
Fruehauf representative will gladly 
show you how Trailers may fit into 
your operation to your advantage. 


* 
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WHAT TAXPAYERS SHOULD KNOW > 
ABOUT PARTIES FOR OFFICIALS 


How the Treasury Will Treat Swollen Deductions for Entertainment 


Sharp eye on sums spent 
to wine and dine persons 
with power to grant favors 


Taxpayers are being given reason to 
wonder if they’re missing a big bet. The 
wonder is whether they, too, can put on 
big parties and entertainment while other 
taxpayers pay all or part of the bill. 

It turns out that entertainment, big 
parties, high old times can turn up as 
“business expenses.” In some cases they 
enter into the cost of ships for which tax- 
payers have paid, or for airplanes or for 
other things that the Government buys. 
In other cases, entertainment is deducted 
from taxable income of individuals as a 
business expense. In still other cases, the 
cost of entertainment is hidden. 

Party giving, as a result, has turned 
into a major industry, as the Senate War 
Investigating Committee is finding out. 
Pretty girls, hired as dinner-party com- 
panions for Government officials, go on the 
expense account at $125 a night. Taxpay- 
ets foot the bill. Lunch for a Cabinet offi- 
cer is charged off at $100. It is a common 
saying that almost any official in Washing- 
ton will go almost anyplace for a good 
dinner and side entertainment. One new 
member of Congress said the party pace 
was killing. He died a little while later. 

Cocktail parties are a Washington in- 
stitution. An average party, with bigwig 
dficials present, will cost from $500 to 
$1,000. Some individuals, some corpora- 
tions put on a lot of parties. If they were 
not deducted as “business expenses,” the 
cocktail-party giver often would find him- 
elf with a heavy dent in his income. The 
odinary taxpayer, paying for his enter- 
tamment from income left after his taxes 
are paid, is at something of a disadvantage. 
He can’t have as good a time. 

That is one angle. Another angle to the 
entertainment business is provided by 
some companies seeking Government con- 
tracts. Lindsay C. Warren, Comptroller 
General, who audits Government accounts, 
aid this of his experience: 

“With some high officials of the Gov- 
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ernment, the acceptance of entertainment, 
including cocktail parties, hotel bills, and 
even travel, from the contractor, while at 
the same time drawing travel expense and 
per diem from the Government, was the 
rule rather than the exception.” 
Entertainment for one high official on 


Taxpayers, in each case, were expected 
to foot the bill. It’s a pleasant way to do 
business if it can be done that way. The 
catch is, however, that the tax collector 
is wary of items that can be traced down 
as entertainment expenses. Revenue 
agents, examining returns, find that de- 
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INVESTIGATING SENATORS FERGUSON & BREWSTE 
... how many cocktails to launch a ship? 


one night turned up this expense account: 
Dinners, tips, cigars $936.45 


Liquors, 9 cases 478.00 
Flowers 165.00 
Other expenses 252.00 


Total $1,831.45 
Another dinner for federal officials pro- 
duced this itemized expense account, 
minus liquor which was not charged in: 


120 dinners $300.00 
30 siphon 15.00 

6 ginger ale 4.80 
36 wine 54.00 
Bartender, tips, ete, 50.00 
Other 94.00 

Total $517.80 


ductions on the part of individuals for 
“business expense” have skyrocketed in 
recent years. The number of these deduc- 
tions that relate to entertainment is high. 
This advice, however, is being given: 
Before undertaking to copy the practice 
of many taxpayers who try to charge off 
entertainment as income tax deductions, 
one should understand the rules. 
Entertainment, to be charged off as an 
expense, must be “ordinary and_neces- 
sary.” An ordinary expense is one that 
would be considered natural or normal. 
For example, if an individual or company 
entertains a big customer on a modest 
basis, the expense could be classified as 
“ordinary.” Or, if an individual in business 
can prove that entertainment resulted in 
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actual acquisition of business, the expense 
of that entertainment might be deducted 
as “necessary.” 

An architect maintained membership 
in two country clubs. He claimed that this 
membership was necessary to make con- 
tact with potential clients. The Treasury 
disallowed this deduction on the ground 
that it was neither ordinary nor necessary. 
The Tax Court, on appeal, however, al- 
lowed part of the deduction and disallowed 
part. 

Parties for Government officials, if 
spotted, are viewed by the Treasury with 
suspicion when and if a tax deduction is 


x 


claimed. Entertainment involving any of- 
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PARTY PERFORMER 
. . . a deductible item? 


ficial with power to spend Government 
money is held almost automatically to be 
an item that cannot be deducted for tax 
purposes. Individuals or companies who 
entertain Government officials, Treasury 
officials say, try to disguise these expenses 
if claimed as deductions. Revenue agents 
are looking carefully into the expense de- 
ductions of people who are prominent in 
the society columns as party givers. The 
practice is to demand itemized accounts of 
deductions from income that are listed as 
“business expenses” or as “contributions.” 

Lavish entertainment, wherever it can 
be found as a business expense, is almost 
automatically rejected. Similarly, where an 
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individual employed by a corpora- 
tions claims entertainment expense 
as a deduction, it is Treasury cus- 
tom to insist that if the expendi- 
ture had been 
should have 
employer. 

These Treasury rules, however, 
are not serving to slow down the 
entertainment. -Large- 
entertainment usually _ re- 
volves around Cabinet members or 
Government officials who enjoy 
power to make decisions that de- 
termine which individual or which 
company gets a slice of the billions 
of dollars that the Government has 
to spend. Entertainment also is 
directed at members of Congress 
who hold the votes that will de- 
termine the outcome of an issue 
that affects a group of individuals 
or an industry. 

One hostess in Washington who 
entertains regularly has remarked 
that she never has had an oppor- 
tunity to give a party that did not 
have an ulterior motive. Her par- 
ties are not for friends, but for those who 
can do a favor. 

At present-day costs, however, and 
with income taxes what they are, large- 
scale entertainment is difficult even for 
individuals with large incomes unless the 
cost of that entertainment can in some 
way be disguised or deducted. 

Corporations are best able to disguise 
entertainment expense in the general clas- 
sification of expenses of doing business. 
This means that a good deal of the more 
expensive entertainment finds its way, on 
another, into corporation 


“necessary,” , it 


been made by his 


tempo of 


scale 


one basis or 
expense. 
Individuals are less than 
corporations to justify or to dis- 
guise the expense of parties and of 
general entertainment. Revenue 
agents have their eyes peeled for 
individual deductions of unusual 
character or of large size. They 


able 


scan business expenses and contri- 
butions as the two most lucrative 
sources of added revenue. 

This means that the big party 
givers of this period may be in for 
some later surprises. The reason is 
that individual partying on_ its 
present scale has developed since 
the war ended. Wartime party giv- 
ing was more a corporation affair. 
The tax detectives, however, still 
are working on tax returns of 1943 
and 1944 and have not reached 
1945 or 1946. When they do, many 
persons who may have had their 
names in the papers as_ lavish 
entertainers can get quite a jolt. 

So, in effect, there is no magic 
formula by which one taxpayer 
can shift the cost of his entertain- 





—Acme 


COMPTROLLER GENERAL WARREN 


... revenue agents have their eyes peeled 


ment and his parties to the shoulders of 
another taxpayer. 

Some taxpayers will get away with de- 
ductions from taxable income for party 
giving. Others will try and fail to make 
the grade. It all depends upon the circun- 
and upon the 
agents looking over income tax returns for 


stances watchfulness of 
evidence of abuse of the rules. The boom 
that is occurring in the party-giving busi- 
ness is to cause the Treasury to be more 
watchful than usual in trying to spot evi- 
dence that the cost of parties is being 
charged off to the Government. 


—Harris & Ewing 
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. ..No magic formula for the average citizen 
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fasier times for average 
American in 1947, however, 
hecause income has doubled 







Prices people pay for everyday items 
they buy are at the highest level on record. 
Those prices, for the first time, have passed 
the postwar boom level of 1920. 

A comparison between the two peak 
periods shows this: 

Prices, at retail, now are 57 per cent 
above the 1935-39 average. The boom 
prices of 1920 were only 43 per cent above 
that average. 

Income of the individual, on the aver- 
age, is running at about $49.50 a week. 
Earnings of a typical worker in 1920 were 
$22.30 weekly. 

As a result, prices are higher now, but 
people are better able to pay those prices. 
The squeeze in buying power is not being 
felt so keenly in this boom as in the post- 
war peak of 1920, when the spender had 
less than half as many dollars to use. 

How much things cost, then and now, 
isdeveloping an argument over how nearly 
the 1947 market is repeating the 1920 
squeeze. People remember paying $12 for 
a shirt, $150 for a suit and 27 cents a 
pound for sugar. Others recall 45-cent 
steak and $5 shoes and see present prices 
as being sky high. 

Some of the answers about specific 
priees appear in the table on this page, 
listing average prices of comparable- 
quality items, as compiled by the Bureau 
of Labor Statistics and the Bureau of 
Agricultural Economics. 

Other answers, comparing present price 
gooups with those at the peak of 1920, 
are those that follow: 

In foods, prices now are up 90.5 per 
cent over the 1935-1939 average. In 1920, 
they were 85 per cent above the same 
level. Some foods, such as sugar, butter, 
potatoes and flour were far higher then 
than now. But most, such as meats, sell for 
more now than 25 years ago. 

Food then, as in this period, about 
doubled in price from its prewar average 
toa high point two years after war’s 
end. Then it dropped quickly 30 per cent in 
the first few months of 1921, holding to 
about that level until depression years 
after 1929, 

In clothing, as contrasted to food, prices 
for nearly all kinds were higher in 1920 


the 1985-1939 average, where now it is 
oly 85 per cent above that average. 
Men’s suits often sold for $125 or $150, 
with the cheapest brands running at $40. 
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than now. The level then was just twice - 


Now $50 to $80 is a normal price, with 
cheaper lines selling at an average of 
$37.70. Men’s shoes, however, averaged 
slightly less in 1920. Women’s dresses and 
shoes both ranged in higher brackets in 
the 1920 boom than at present. Women’s 
hats were almost unobtainable under $25 
at that itme. ; 

In fuel and power, the over-all price 
is 11 per cent higher now than in the 
last postwar boom. But specific items vary 
widely. Gasoline, which averages 22 cents 
a gallon now, retailed at 34 cents in 1920. 
Gas and electricity now sell for less. Coal 
in 1920 sold for an average of $13 a ton. 
Now anthracite sells for $18 and_ bitu- 
minous coal for $10. 

Housefurnishings, too, retail for more 
now than they did in 1920, although in- 
dividual prices, in some cases, were higher 
at that time. Price level of these goods 
now is 81.6 per cent more than 1935- 
1939; in 1920, it was 64.6 per cent over 
that period. 

Rent, the only major item in the current 
boom still held by Government 
ceilings, was considerably higher in 1920. 
Now the average individual pays only 9.2 
per cent more than during the base period 
in the 1930s. But, in 1920, tenants paid 
20.7 per cent more than in that period, 
and, even so, rents continued to rise for 
the following five years, until in 1926 
they were 50 per cent above the base level. 

On the average, a tenant now pays 
$25.20 monthly for his apartment, house 
or room. In 1920, he paid $27.70. Then, 
by 1926, he was paying $34.70. 

In automobiles, however, today’s 
higher prices show up again. In 1920, a 
typical “low-priced” coupe sold for $850, 
F.0.B. Detroit, and a two-door sedan 
cost $975. Now, the same make of coupe, 
with quality improved, of course, is priced 
at $1,255, the sedan at $1,303. 

Building materials reflect an even big- 
ger increase now over 1920 levels. Lumber 
costs about 50 per cent more now than at 
that time. Paint now averages $5.20 a 
gallon, where it cost $4.16 in 1920. Nails 
are about the same. Only the cost of 
cement is substantially under what it was 
then, at 90 cents a bag now compared 
with $1.40 a bag in the 1920 boom. 

Prices in the two boom periods, then, 
show dollar levels at retail that are slightly 
higher, over all, now than in 1920. At 
wholesale, the level in 1920 was some- 
what higher than at present. But basic 
differences appear in the two postwar 
booms. 

In 1920, the average worker had an 
income only 45 per cent as high as he has 
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RECORD HIGH IN LIVING COSTS 


Prices Generally Surpassing Peak That Followed First World War 





now and, thus, had to spend a larger share 
of it on food and clothing. Moreover, his 
savings were less. Nonessentials, as a result, 
were bought in far smaller quantity than 
at present. Today’s big market for auto- 
mobiles, radios, electric refrigerators and 
kitchen gadgets did not exist. Another dif- 
ference then was that the World War I 
boom grew throughout the fighting, reached 





Postwar Prices— 
Now and in 1920 Boom 
1920 Now 
Foods: peak 
Round steak (Ib.) $ 45 8 78 
Pork chops (Ib.) 50 74 
Leg of lamb (lb.) AS 66 
Ham, whole (lb.) 60 67 
Eggs (doz.) 54 63 
Sugar (lb.) Se 10 
Butter (lb.) 78 71 
Bread (lb.) 12 13 
Milk (qt.) mY 19 
Potatoes (15 lb.) 1.55 88 
Coffee (Ib.) 49 AG 
Flour (5 Ib.) 88 50 
Cheese (Ib.) 43 55 
Oranges (doz.) 42 43 
Lard (\b.) 34 27 
Other consumer items: . 

Men’s suits, wool 40.40 37.70 
Women’s shoes, oxfords 8.41 4.64 
Men’s work shoes 4.91 5.57 
Gasoline (gal.) 34 22 
Kerosene (gal.) 25 15 
House paint (gal.) 4.16 5.20 
Portland cement (bag) 1.40 .90 
Lumber, rough 

(1000 bd. ft.) 65.60 97.40 
Rent 

(per dwelling unit) 27.72 25.20 
New 2-door sedan 

(Ford) 975.00 1,303.00 











its peak in mid-1920, and declined rapidly - 
in the months that followed. 

At present, many more dollars are 
available for individuals to spend on lux- 
uries and near-luxuries in spite of the high 
cost of essential food and clothing. Prices 
were held down all during the war, for 
the most part, and are just now hitting or 
approaching their postwar peak. And, with 
money plentiful and shortages nearly gone, 
no sharp drop in the present price level has 
developed. 

The cost of living, thus, has reached a 
record high for the average person now. 
Yet this cost is not squeezing the buying 
power of people as much as a somewhat 
lower level of prices squeezed it in the 
previous postwar boom of 1920. High 
prices, in short, are not being felt by 
workers with 1947 pay checks as much as 
they were felt by persons with 1920 
incomes. 
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NEW TRENDS IN CONGRESS la 


Tendency to Help Taxpayers and Business, Resist Union Pressure} jay, 


Defense as first concern. 
Difficulties in the battle to 
cut down federal spending 


A new course, a bit to the right of the 
old, is fixed for the country by the Con- 
gress that has gone home. The course, as 
set, is to have a good deal of meaning for 
big groups of people. 

Actions and attitudes show this: 

Taxpayers will get a break when Con- 
gress can have its way. That time may 
not be until 1949, however. Even then, 
taxes will remain high because Govern- 
ment spending is to remain high. Spending 
cuts are much smaller than promised. 

Unions definitely are out of political 
favor. Of all groups, union leaders suffered 
the most important setback as a result of 
action by Congress. 

Businessmen are in favor again after 
14 years on the side lines. Most of the rule 
changes that businessmen sought now are 
made. War controls are largely ended. 
Prices are turned loose. Regulations are 
few. Plans for further reforms of the New 
Deal type have been blocked. 

Farmers are favored, too. Farmers are 
in favor, whether control of Congress is 
by Democrats or Republicans. Farm price 
supports remain. Farm subsidies are 
reduced, but not wiped out. 

Veterans still are getting much of what 
they ask, though they are favored less 
than they were. Terminal-leave bonds are 
to be cashed. But allowances for veterans 
in school or in training are not to be in- 
creased. (See page 22.) 

Nations abroad, where friendly, remain 
in favor. Nearly $4,000,000,000 in cash is 
available, for the year that started July 1, 
to help out other nations. This is in addi- 
tion to U.S. dollar loans that may be 
made by the World Bank or Monetary 
Fund. 

All in all, a study of the record indi- 
cates, a Republican Congress is not greatly 
different from a Democratic Congress, 
except in its attitude toward labor unions. 
There is more coolness to plans for reform, 
to extending social security, to housing 
subsidies. There is much the same incli- 
nation to please organized minorities of 
voters, aside from unions. 

Spending, for example, is to be on a 
scale about as high as President Truman, 
back in January, suggested that it should 
be. The amount to be spent, from moneys 
provided and funds left over, will be 
around $36,567,000,000. Mr. Truman had 
recommended $37,528,000,000. That story 
is given in detail on page 34. 


14 


Defense is to be put uppermost. Merg- 
ing of Army and Navy along lines sug- 
gested by the White House is intended 
to prevent danger of another Pearl Har- 
bor. Air defense, held to be vital in mod- 
ern war, is strengthened by giving the Air 
Force equal status with the Army and 
Navy. 

Anti-Communism is given new and more 
definite standing as national policy. Gov- 
ernment employes must be clear of any 
taint of Communist connections. Labor 
unions with Communist leaders are de- 
nied full protection of law. U.S. finan- 
cial and military aid to nations abroad is 
aimed at checking the spread of Com- 
munism in the rest of the world. 

Isolationist sentiment is shown to be 
still strong in Congress. Only a White 
House veto killed an increase in the tariff 
on wool. A bill to admit 400,000 dis- 
placed persons to the United States got 
a cold reception. 

Welfare laws placed in effect during 
the Roosevelt regime were not repealed by 
the Republican Congress. Social security, 
the farm program, and the right of workers 
to organize remain on the books. They 
now appear to be permanently accepted. 
In addition, several new welfare measures 
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Most of these bills are sponsored or ac- 
tively supported by Senator Taft (Rep.), 
of Ohio, the Senate Majority Leader. With 
Senator Taft’s further backing, they are 
ertain to be brought up again for action 
next year. If they are passed, they can 
become the Republicans’ own version of 
the New Deal. 

Freedom for business fiom restrictive 
laws and rules was a major aim of Con- 
gress. 

Rationing has been brought to an end. 

Prices, except in agriculture, now are 
moving freely in response to supply and 
demand. 

Some employers’ rights in dealing with 
their workers are restored. 

Most building restrictions are removed. 

Export controls are retained, but pri- 
marily to safeguard domestic supplies 
rather than to regulate business. 

Rent contro! on new structures already 
is ended. Federal control of other rents, 
as the law now stands, is to expire at the 
ad of February. With housing still far 
short of demand, however, Congress may 
ve fit to extend rent control for another 
period. 

Support for agriculture is continued 
by Congress, though on a reduced basis. 

Payments to farmers for conserving soil 
will be slashed to $158,000,000 in the 1948 
cop year. The upper limit for any farmer 
is to be $500. 


Crop insurance is cut back to an experi- 
mental program applying to wheat, corn, 
cotton, flax and tobacco. 

Rural electrification, however, is to 
receive $225,000,000 of the $250,000,000 
asked. 

Tenant farmers wishing to buy farms 
can get Government loans up to a total 
of $15,000,000. 

When Congress returns next year, it 
will have the job of reshaping the entire 
farm program. Farm price supports are 
due to expire Dec. 31, 1948. Looking ahead 
to that time, the Agriculture committees 
of both House and Senate soon will hold 
hearings in the various farm areas to ob- 
tain farmers’ advice on what should be 
done. 

Regulation of all unions is being un- 
dertaken by the Government for the first 
time in their history, under the Hartley- 
Taft Act. Emphasis now is shifted from 
restrictions on business, as in the Roose- 
velt period, to restrictions on labor unions 
instead. 

Labor legislation will be given a fresh 
scrutiny by Congress when it returns in 
January, however. During coming months, 
a joint committee of Senate and House, 
headed by Senator Ball (Rep.) , of Minne- 
sota, is to make a thorough study of labor 
relations under the Hartley-Taft Act. 
This committee will pay special attention 
to industry-wide bargaining, welfare plans, 
and political expenditures by labor unions. 
If the committee finds that the law is not 
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NO ‘BEST SELLER,’ BUT— 
. .. anti-Communism is given new and more definite standing as national policy 
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working well, changes in it will be recom- 
mended. 

Federal aid to State and local gov- 
ernments is to be continued on a generous 
scale, as a yesult of actions by Congress. 
Hospitals, airports and highways are to 
be built with federal funds. The school- 
lunch program is to go on. All these sub- 
sidies reflect the increased inffuence of 
local governments and the trend away 
from direct expenditures by the Federal 
Government itself. 

The next job facing the members of 
Congress consists of studies and investi- 
gations, nearly two score of which are to 
be carried on before next January. War- 
time contracts already are being probed, 
with Republicans looking for scandals in- 
volving Democrats, and Democrats ac- 
cusing Republicans of being agents of big 
business. One of the studies, by a special 
19-member House committee, will check 
up on how U.S. money is being spent in 
Europe. This survey will have a vital 
bearing on the attitude of Congress 
toward any request by President Truman 
for funds to finance the Marshall plan. 

Approach of 1948, an election year, 
naturally will affect the positions taken 
by members of Congress on many specific 
questions. When Congress reconvenes in 
January, the major parties will be acutely 
conscious of the battle of ballots ahead. 
Laws already enacted and laws to be 
enacted will provide some of the main 
issues for that battle. 
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Big Spending by Farmers 
Despite Feeling of Caution 


Midwest Emphasis on Home Comforts, Machinery, 
Avoidance of Buying More Land at Sky-High Prices 


Attitude of many that the 
boom can’t last, as buyers 
still bid eagerly for goods 


Des Moines, Ia. 

A feeling of prosperity and well-being 
is apparent through the corn belt. Farmers’ 
pockets are really bulging with cash. They 
are buying freely of the things they long 
have wanted—new cars, new tractors, new 
plumbing, new electrical equipment. 

Free spending, however, is accompanied 
by an attitude of caution. A member of 
the Board of Editors of The United States 
News, visiting with representative farmers 
in the area around Des Moines, finds a 
widespread opinion that present prosperity 
is too good to last. 

There have been seven years of steadily 
rising income. This year, to date, is the 
best of all. Yet farmers feel that their in- 
come may drop sharply within a year or 
two, that frost may blight much of this 
year’s corn crop. Thus, against such a 
prospect, many of them are shaping their 
spending plans with caution, while others 
are spending money while they have it. 

One young tenant farmer, for exam- 
ple, expects to spend nearly $6,000 this 
year on things other than necessities. He 
has netted $8,000 in the last year on 240 





—U.8.D.A. 
THE OLD WASHING MACHINE 
... for the family—a new standard 
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acres he rents. Like almost all farmers in 
this region he raised corn and _ hogs. 

His first purchase was a new car, paid 
for with $1,700 cash. Through an agree- 
ment with the landowner, this farmer is 
installing a system of running water in 
the farm house. He is putting in the first 
bathroom the family ever enjoyed and is 
getting a kitchen sink. The cost, over all, 
is about $2,500. Then he is adding an elec- 
tric refrigerator, farm size, and a washing 
machine. That is $750 more. 

Those purchases are typical. Farm 
homes in the Middle West usually have 
lacked such equipment. Many farmers in 
this area are installing new automatic fur- 
naces, buying deep-freeze units, radios and 
new furniture, and remodeling their homes. 
There is little use of installment credit, in 
contrast with financing in cities and in 
some other farm areas. 

A farm owner, on a neighboring farm, 
is putting his money into machinery as 
fast as he can get delivery on it. He has 
bought two new tractors and a four-row 
planter. By harvest time he hopes to get 
a corn picker, though some farmers have 
been waiting as long as a year for corn 
pickers. 

Demand for farm machinery still runs 
far ahead of production. Farmers are so 
eager for new machinery that some of 
them offer side payments to dealers for 
early delivery. Others buy used machinery 
at auctions, paying 35 to 40 per cent more 
than list prices. Used tractors bring pre- 
miums up to $700 apiece. 

New cars also are sought as eagerly in 
the corn belt as anywhere else. Some 
farmers are getting their 1947 models 
immediately from used-car dealers. Buying 
that way costs the purchaser $600 above 
the manufacturer’s price in the average 
case. 

An older, wealthy farmer expresses 
the typical conservative attitude of most 
farmers toward high prices and gougers’ 
tactics. He turned down a new car, in the 
medium-price range, when he found his 
trade-in allowance would be so small that 
he would need to pay $2,500 in cash. He 
will wait until the price is right. Mean- 
while, he is salting away most of his income. 

A farmer of moderate means was 
willing to pay the asking price for a new 
car. In addition, he spent nearly $3,000 to 
install a running-water system for his 
farm. He put in a bathroom and a modern 
heating plant for his house. Then, having 





—Ewing Galloway 
THE NEW TRACTOR 
. . - for industry—a rich market 


the things he wanted most, he quit buying 
until prices are more to his liking. 

This farmer admits that prices of the 
goods he buys have risen less in most cases 
than the prices of the corn and hogs he 
sells. But he points out that prices of com 
and hogs also are likely to fall sooner than 
other prices, and much harder. 

Cautious attitude of most Iowa fam. 
ers shows up in many ways. Very few are 
buying more land, now that land prices 
have “gone sky high.” Too many remember 
the wave of mortgage foreclosures that 
swept over Iowa after World War I. They 
are largely out of debt now and they 
want to stay that way. 

On the other hand, much attention is 
paid to improving the farms already in 
operation. This year’s rains and _ floods 
washed away more than 115,000,000 tons 
of Iowa topsoil. That gave soil conserva- 
tion a new push. The farmers want the 
Government to start more large-scale 
conservation projects. They see little hope 
of that at the moment, however. So, a 
individuals, they are building small levees 
along rivers and creeks, laying tile to drain 
low-lying fields, and adopting terracing and 
contour plowing more widely. 

Everywhere farmers are out painting 
their barns, repairing and enlarging ther 
corncribs, cattle sheds and chicken houses. 
New building may increase as supplies of 
materials increase. 

Making more money than ever be- 
fore, farmers offer industry a rich market 
for all sorts of goods. They are buying 
liberally, now that goods are becoming 
more available. That buying is bolstered 
by the very large savings from war yeals 
With big farm profits still in sight, farmers 
should be good customers for industry fot 
a long time to come. 


THE UNITED STATES NEWS 








dollars 
which 
and | 
broken 
for wi 
toward 
It’s | 
lar resé 
ing ac 
The Pi 
the pre 
Selli 
May re 
000,000 
level of 
Buyi 
was at 
inary Tr 
rate of 
rate of 
Fore 
of good 
the doll 
ceived | 
bill mu: 
of gold 
A eri 
ain, anc 
when C 
ing an 
loans. \ 
outside 
n U.S. 
ards ab 
will app 
in U.S. 
from fo 
Expo! 
props fo 
amount 
and ser 
That 
Actually 
business 
For exan 
put in 
1947 Te] 
goods ar 
The ent 
other in 
for cons 
cent of 


AUGUS 
















alloway 


rket 
t buying 


s of the 
ost cases 
hogs he 
of com 
rer than 


ra farm. 
few are 
d_ prices 
member 
es that 
I. They 


id they 


ntion is 
eady in 
| floods 
00 tons 
mserva- 
ant the 
ge-scale 
‘le hope 

So, as 
] levees 
to drain 
ing and 


yainting 
g_ their 
houses. 
plies of 


ver be- 
market 
buying 
coming 
Istered 
r years. 
farmers 
try for 


NEWS 


















he National Week 


Importance to machine-tool 
and farm-equipment makers, 
steel, autos and agriculture 


Trouble lies just ahead for the export 
boom. This means trouble for much of 
U.S. industry. The export boom is feeding 
the business boom. 

Exports are heading for trouble be- 
cause buyers abroad are running low on 
dollars. Britain is alarmed by the rate at 
which her dollars are fading away. Stock 
and Government-bond markets have 
broken badly. A crisis is being predicted 
for winter. France, too, is moving fast 
toward difficulties. 

It’s the same story the world over. Dol- 
lar reserves are going down. That is forc- 
ing a cut in foreign orders for U.S. goods. 
The Pictogram on pages 18 and 19 shows 
the problem. 

Selling of U.S. goods to foreigners in 
May reached an annual rate of $17,100,- 
000,000. That rate is far above any past 
level of buying. It fell somewhat in June. 

Buying by U.S. of goods from abroad 
was at a rate of $5,700,000,000. Prelim- 
inary report for June shows exports at a 
rate of $14,904,000,000 and imports at a 
rate of $5,592,000,000. 

Foreigners are earning, through sales 
of goods to the U.S., only about one third 
the dollars needed to pay for the goods re- 
ceived from U.S. Almost two thirds of the 
bill must be paid out of loans, through sale 
of gold and securities, and by gifts. 

A crisis atmosphere developed in Brit- 
ain, and to some extent in other countries, 
when Congress went home without assur- 
ing a new drawing account for gifts and 
loans. Without more gifts and loans, the 
outside world will have to cut its buying 
in U.S. This will mean lower living stand- 
ards abroad, and, for the U.S., cutbacks 
will appear in some industries. Price levels 
in U.S. may not hold up when bidding 
fom foreign buyers slows down. 

Exports, in fact, are one of the main 
props for the U.S. business boom. Exports 
amount to about 7 per cent of all goods 
and services available in the U.S. 

That sounds like a small percentage. 
Actually, it is as large a part of U.S. 
business as most major U.S. industries. 
For example: All private new construction 
put in place during the first quarter of 
IM7 represented only 4.1 per cent of the 
f00ds and services produced in that period. 
The entire automobile industry, plus all 
other industries turning out durable goods 
for consumers, added up to about 8 per 
tnt of the total goods and services. 
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Thus, a dent in exports will be like a 
setback in construction or in the big mass- 
production industries. 

Types of goods going abroad and the 
share of U.S. output exported in each case 
are shown in the table below. Exports add 
up to a large part of production in some 
industries. Those industries stand to feel 
most keenly the effects of any slowdown in 
shipments abroad. 

Steel industry is shipping rolled prod- 
ucts at the rate of 6,300,000 tons a year to 
foreign users. That is 10.6 per cent of 
production. Steel exports include 16.6 per 
cent of the steel rails available; 10.1 per 
cent of the steel bars, and many shiploads 
of sheet steel and plates. Manufacturers at 
home, given the chance, might for a while 
take all the steel now going abroad. But, 
when the shortage is over, exports will be 
very important in keeping the basic steel 
industry busy. 

In machinery, exports have reached an 
annual rate of $2,100,000,000, or 11.9 per 
cent of all U.S. machinery production. In- 
dustrial and construction machinery ac- 
counts for about $1,200,000,000 of the in- 
dicated annual volume; farm machinery, 
for about $700,000,000. Actual. number of 
units leaving U.S. is high in many types 
of equipment. Here is a list showing the 





Share of U. S. Output 
Shipped Abroad 
1939 Now* 
(per cent) (per cent) 
Automobiles, new 4:8 77 
Boots & shoes es 1.7 
Clothing, except footwear 7 25 
Coal 3.3 7.5 
Cotton, raw 39.9 38.5 
Farm products 
Dairy products A 3.1 
Corn 12 3.6 
Meat products 1.1 2.9 
Wheat 10.4 23.3 
Fuel oil and gas 9.7 3.9 
Freight cars a 53.5 
Gasoline & motor fuel 6.7 5.7 
Kerosene 18 By 7.1 
Lumber (sawmill products) 4.4 3.8 
Lubricating oils 33.6 30.7 
Petroleum, crude 5.7 1.9 
Radios 5.3 9.6 
Refrigerators 6.3 YB 
Steel (all rolled 
steel products) 7.2 10.6 
Steel (plates, sheets) 7.6 y BY 
Tin & terne plate 13.6 17.1 
Tires, auto & truck 2.1 4.1 
Tobacco 19.0 30.3 
Trucks and busses 16.2 20.9 
*First quarter except in food products, 
where total 1947 estimated production is 
compared with estimated total 1947 ex- 
ports. 











TROUBLE AHEAD IN EXPORTS 


Meaning to U.S. Prosperity If Dollar Famine Stops Foreign Orders 


annual rate of exports now on some im- 
portant items, compared with the 1939 
record: 


°1939 1947 First Qtr. 


Annual Rate 
26,560 


Air compressors 7336 


Combines $444 5,600 
Concrete mixers 1,046 4468 
Cultivators 34.000 42.800 
Harrows 13,979 42,800 
Hoists 4.230 52,104 
Lathes 8,518 16,284 
Looms 1,792 10,600 
Plows 61,361 163,600 
Portable 

pneumatic tools —- 22,943 $9,456 
Pumps 59,910 112,516 
Road graders 1,801 4,004 


Sewing machines, 


domestic 102,282 80,692 
Sewing machines, 

industrial 50,552 62,336 
Tractors 37.549 99 400 


In recent months, nearly 20 per cent of 
the machine-tool industry’s sales have been 
made to foreigners. Farm-equipment manu- 
facturers have been selling about 10 per 
cent of their output overseas. A drop in 
export sales will hurt both of these basic 
manufacturing industries. 

Farm products are heavily involved in 
the export boom. 

Wheat. Other nations will take this 
year about 335,000,000 bushels of wheat. 
That is 23.3 per cent of the entire wheat 
crop and 34.8 per cent of the wheat the 
farmers sell for food. The huge export 
demand is largely responsible for the latest 
upward kick in wheat prices. 

Corn. Farmers will sell around 100,000,- 
000 bushels of corn abroad this year, com- 
pared with 17,000,000 bushels last year. 
That is only 3.6 per cent of the total corn 
crop, most of which always is kept on the 
farm for livestock feed. But exports will 
represent 31.3 per cent of the corn sold for 
food. 

Meat. Foreigners’ share of U.S. meat 
will be smaller in 1947 than in 1946. Ex- 
ports will take only 669,000,000 pounds, or 
2.9 per cent of the total supply. 

Dairy products. Exports this year will 
total 3,700,000,000 pounds, or 3.1 per cent 
of the total supply. Here again, foreigners 
are holding down.their purchases. Exports 
in 1946 were 5 per cent of U.S. supplies. 

The foreign market is absorbing agri- 
cultural products of all kinds at the rate 
of about $4,000,000,000 a year. That is 
more than five times the value of average 
yearly agricultural exports from 1935-39. 
Shrinkage of the foreign purchases, if it 
should come, will mean lower earnings 
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rictoorn Lim 
for farmers. And foreigners already are 
squeezing down their purchases of n.-at, 
poultry, butter, cheese, lard and vege- 
tables. 

Crude-oil exports in first three months 
of 1947 were 8,000,000 barrels, half the 
prewar rate and equal! to less than two 
days’ U.S. output. Gasoline and motor 
fuel shipments totaled 11,000,000 barrels, 
slightly higher than in prewar times. 
About 4,000,000 barrels of lubricating oils, 
double the average prewar exports, were 
shipped out. Oil industry’s problem at this 
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time is not to maintain sales, but to get 
enough crude oil to meet demand for 
refined products. 

Electric refrigerators are moving to for- 
eign dealers at the rate of 196,000 a year, 
more than were shipped in average pre- 
.7 per cent of out- 


war years. Exports are 7 
put, and an important part of sales. 
Radios are being sold to other countries 
at the rate of 1,720,000 sets a year, more 
than three times the prewar rate. U.S. 
output is very large, and manufacturers 
have been finding export markets useful 


ane ee 





outlets for excess production. But the 
shrinkage of dollar reserves already has 
caused Brazil and Mexico, largest markets 
for U.S. radios, to tighten up on purchases 
of U.S. radios. Six other countries have 
taken similar action. 

New cars are going overseas at the 
rate of 252,000 a year, compared with 
192,000 exported in average prewar yeals. 
Auto industry is trying to maintain U.S 
leadership overseas to preserve expott 
trade for the time when U.S. domestic 
demand will subside. Foreign trade 3 
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ost important to truck-manufacturing 
chedules now. About one out of every 
ve trucks made is going overseas, and 
the annual export rate is 280,000. 

Railway-equipment manufacturers are 
vlling more than one half their present 
utput to overseas customers. Locomo- 
wes of all types are being shipped at the 
rate of about 2,000 a year. That is about 
une times the average prewar export vol- 
im. To rebuild Europe’s bombed-out 
uiltoads, U.S. exported in first three 
nonths of 1947 about three times as many 


AUGUST 8, 1947 


The Problem: 
We Sell the World 
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engines as were delivered to Class I rail- 
roads in this country. 

Freight-car shipments reached the high 
rate of nearly 70,000 a year, more than half 
U.S. output. France got most of the 17,432 
cars shipped in first quarter. 

U.S. shortage of railroad equipment 
has been prolonged by heavy shipments 
of boxcars and locomotives overseas. Offi- 
cial view is that U.S. has not suffered be- 
cause of exports in other fields. Goods 
exported, in most cases, do not appear to 
be making an undue drain on U.S. natural 


resources. Food supplies this year, per 
person, will be higher than in 1939 despite 
heavy exports of farm products. 

Exports have increased price pressure, 
especially in the case of farm products. 

But the export demand is due for a drop. 
The June decline in exports is being taken 
by officials as a signal that the drop is 
starting. The rest of the world is reacting 
to a pinch on dollar reserves that has been 
getting tighter every month for more than 
a year. When the export boom collapses, 
U.S. industry will feel the effects sharply. 


19 

















The National Week 





West Coast’s Major Worries 


Hurdles for Boom Despite Population Gains and New Industries 


Power shortage, trimming 
of federal aid, conflicts on 
policy that hamper plans 


Seattle 

The boom in the Far West is in trouble. 
After half a century of normal industrial 
growth has been telescoped into half a 
dozen years, plans for further expansion 
are caught up short. To keep going, the 
West needs more water, more electric 
power and lower freight rates—and only 
Congress can provide them. 

War brought 1,503 new factories to this 
region at a cost of $2,275,000,000. The 
postwar period added other plant projects 
totaling $750,000,000. This made Western- 
ers feel that the day was at hand when 
they could become independent of the 
developed East for most of their supplies. 
Then Congress suddenly cooled. 

A member of the Board of Editors of 
The United States News finds the area still 
optimistic about the future, but impatient 
at delays in solving basic problems. 

Cheap power is the magnet that 
Westerners plan to use in attracting more 
industries. That is how they got an alu- 
minum industry in the Northwest and war 
plants in Southern California. Now they 
are planning for fabricating plants, wood 
processors and chemical plants, with low- 
cost power as the bait. 

The catch to these plans is that power 
already is short. The Government is having 
trouble in selling a wartime magnesium 
plant in Nevada because Los Angeles 
wants all of Boulder Dam’s power. The 
Northwest now is using every kilowatt of 
electrical energy from the Columbia 
River’s giant plants. 

This shortage of power is thwarting 
the West’s ambition to process more of the 
basic materials that the region produces. 
Pig aluminum comes out in great quantity. 
Some of the pig is rolled right here. But 
not much of the metal is made into pots 
and pans and structural shapes in Western 
factories. The big manufacturers of alu- 
minum are in the Middle West, the East 
and Southeast, and show no sign of moving. 
There is not enough power in the West to 
permit a move. 

The Northwest sees an opportunity to 
use the acetylene gas it now produces to 
make acetic acid, synthetic rubber and 
plastics. It wants to use sawmill waste for 
wood products and for alcohol. A rayon 
industry could be built from the region’s 
wood pulp. California sees a chance for 
factories to process the tung oil, drugs and 
fibers that are expected from the Orient. 
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Dependence on Congress. None of 
these plans can be carried on without more 
power, and more power depends upon Con- 
gress. The West has an $8,000,000,000 de- 
velopment program in mind, but Congress 
hesitates. Appropriations for the West were 
trimmed at the last session and several 
bills were presented that would curtail 
public-power projects. Western ambitions 
to give that area the largest pool of elec- 
tric power on earth may be delayed. 

A steel industry for the West is a sure 
thing. War developments tripled _ this 
region’s pig-iron capacity, and plants in 
California and Utah can turn out more 





THE PRICE OF POWER 
. «. Westerners use it as a magnet 
than 3,700,000 tons of steel a year. That 
probably will supply most of this area’s 
need for sheet, tin-plate, pipe and struc- 

tural steel. 

With steel as a base, the West has am- 
bitious plans to make its own machinery, 
electrical equipment and appliances, and 
other steel products. Tin cans to pack 
the West’s farm crops could be made here, 
out of Western steel, instead of in the East. 

This ambition is partly realized. The new 
steel industry already has attracted 500 
new factories to California to make fin- 
ished-steel products. 

Problems ahead. In addition to newly 
gained plants, the West has tire factories, 
chemical plants and an established air- 
craft industry. Southern California also 
has an important clothing industry. How- 
ever, complete independence from the 
East is unlikely. 


Need for skilled workers will continue 
for some time. Most of the highly skilled 
workers and most of the assembly plants 
are in the Great Lakes, Middle Atlantic 
and New England States and _ promis 
to remain there for decades to come. 
Western industry is just beginning and 
has a long way to go to overtake other 
factory areas. 

Lack of capital also is felt. When Gov- 
ernment-owned war plants were offered 
for sale, Eastern corporations were the 
successful bidders. They were the only ones 
with enough money. The Geneva Steel 
Plant in Utah went to U.S. Steel Corp. 
Established aluminum companies bought 
the new plants in the Northwest. In fact, 
much of postwar Western development 
consists of establishment of branch plants 
by Eastern companies to tap a growing 
West Coast market. Final assembly plants 
for automobiles are another example. 

Actually, farming promises to continue 
to be the mainstay of the West, and the 
welfare of Western farms depends upon 
water. 

Water is always a problem to this area. 
The water supply comes from winter snow 
and seasonal rain. Unless water is stored, it 
runs off during dry seasons and drought 
results. To yield a profit, most Westem 
farms have to be irrigated, which means 
storing water in reservoirs until it is 
needed. 

A water-storage program has _ been 
worked out along with the power program. 
Water storage creates power and Western 
power needs water storage. Both, however, 
must have federal aid to go forward, and 
Congress is beginning to balk at extending 
that aid. Westerners contend that the 
projects will pay for themselves in power 
sales and irrigation fees, but Congress is 
beginning to prefer a dollar in cash toa 
promissory note. 

Divisions within the region also are 
hampering the program. There is a fight 
between large landowners and small opera- 
tors over irrigation projects. Federal law 
limits the use of irrigation water to small 
farmers when the Government foots the 
bill. Large landowners are trying to modify 
this law. Before any projects get very far, 
these differences must be settled. Right 
now, this argument is most acute in Cali- 
fornia’s Central Valley. 

There is also a question about public 
lands, owned by the Government, in West- 
ern States. Some sheep and cattle raisers 
want these lands sold to private operators 
on easy terms. Their opponents claim that 
land sales would stop water-siorage and 
land-conservation projects. This is al 
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other argument that may delay Western 
development. 

In the Northwest, all parties appear to 
favor public power development, but the 
dispute between private and public opera- 
tions continues elsewhere. In California, 
those interested do not argue much over 
federal power projects, but they do argue 
over who should get the power to sell— 
public agencies or private utilities. 

Until the West can unite on policies deal- 
ing with water and power, the area’s de- 
velopment will be slowed. 

Freight rates offer another stumbling 
block. Like the South, the West has long 
thought itself a victim of unfair freight 
rates. Railroads are blamed for charging 
more to ship materials out of the area than 
they charge to carry the same supplies into 
the area. An impasse is reached when rail- 
wads say that lower freight rates would 
come if outgoing traffic warranted them. 

This issue may be eased by the recent 
Interstate Commerce Commission order 
that lowered rates in the South and part 
of the West and raised them in the East. If 
that becomes national policy, the freight- 
rate issue might subside, but the outlook is 
that it will take years to adjust the rate 
structure. 

Western distances also are a handicap. 
Utah steel is 800 miles from California 
points. Los Angeles is more than 1,000 
miles from Seattle. That creates a shipping 
problem right in the area. Then Westerners 
suspect that Eastern suppliers favor 
nearby customers when it comes to filling 
orders. San Francisco Federal Reserve 
Bank officials believe this to have been 
the case during the reconversion period. 

All these things—the need for federal 
aid, high freight rates and distance— 
make the West feel a bit like a national 
stepchild. 

Population growth, however, offers 
more promise for the future than the 
olution of these problems. The area 
added almost +,000.000 
population during the war, mainly in the 
Coast States, and expects another 5,000,- 
00 by 1960. California had a population 
of 7,000,000 in 1940, and now has 9,500,- 
00. Washington and Oregon had a prewar 
population of 2,800,000, and now have 
3,500,000. 

War jobs attracted new residents by the 
millions. They were expected to leave 
when war industry shut down, but they 
didn’t. Instead more people came, and, 


persons to its 


during the postwar boom, almost all of 
them found jobs. This growth adds to 
the West’s faith in itself and is tending 
{0 promote unity in the area. That was 
demonstrated Western Governors 
and Congressmen recently presented a 
“lid front in favor of more money for 
power and reclamation. Internal differ- 
tices are likely to be buried when it 
‘omes to obtaining federal finances for 
Western development. 


when 
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BENEFITS GI'S NOW ARE TO GET 


Timetable for 10-Year Program Starting With Terminal-Leave Cash 


Assurances of education, 
insurance, unemployment, 
hospital and loan helps 


A timetable for veterans’ benefits—one 
which sets up some new privileges and 
puts a time limit on most rights under 
the GI Bill of Rights—now gives a new 
picture of what ex-servicemen may expect 
and for how long. 

From this timetable, pieced together this 
year by Congress and the White House, 
the individual may determine with some 
certainty how much time remains for be- 
ginning any education or training for 
which he is eligible, when he may draw 
cash for his terminal-leave bonds, how 
long he can count on unemployment bene- 
fits or housing loans, when he can have 
some assurance of free medical care. 

Effective right away in the new time- 
table are these rights: 

Terminal-leave pay for former enlisted 
men may be spent after September 1, when 
banks will be permitted to cash terminal- 
leave bonds. This will be, in effect, a bonus 
of $2,000,000,000 for former GI’s, if all 
authorized bonds are exchanged for dol- 
lars. 

Service insurance may be reinstated 
without a physical examination by veter- 
ans at any time until next January 1. The 
deadline of August 1 was extended. 

Pensions are increased by 20 per cent 
for veterans of the Civil War and the 
Spanish-American War. 


Subsistence pay for veterans going to 
school or taking vocational training is in- 
creased for disabled students who train 
under Public Law 16, but not for able- 
bodied veterans under the GI Bill. This 
increase, where granted, is to $115 monthly 
for single disabled veterans and $135 for 
married veterans, plus $20 for the first de- 
pendent and $15 for each additional child. 

On-the-farm training now is provided 
for farmer-veterans, with class room in- 
struction and actual farm work. The 
monthly living allowance is the same as for 
on-the-job training, $65 for single veterans 
and $90 for those who are married. 

These new benefits, together with an 
increase in the Veterans’ Administration 
“revolving fund” for small loans to needy 
veteran trainees, go into effect now. 

Beginning in mid-1949, the new 
timetable sets up a series of deadlines for 
other GI privileges. 

Unemployment pay of $20 weekly is 
to be stopped, in most cases, by July 25, 
1949. For veterans still in the service, this 
benefit will be extended to two years after 
their discharge, but not beyond mid-1952. 
Thus, veterans who become jobless two 
years hence, or after two years past their 
discharge dates, whichever is later, stand 
to get no veterans’ jobless pay. Until then, 
they are still allowed 52 weeks of such 
compensation. 

Education and training courses under 
the GI Bill now must be started, in the 
case of most veterans, by July, 1951. After 
that date, or after four years past their 





—Veterans Administration 


PAPER WORK FOR THE VA 
...in the mountain of benefits—several deadlines 
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discharge dates in cases of veterans still in 
service, no more such schooling may be 
begun. Individuals who start their training 
under the GI Bill before those deadlines, 
however, may continue to take courses for 
up to four years at Government expense, 
All such programs are to be ended by 
mid-1956. 

Free hospital care for veterans in all 
emergency cases is to be assured by about 
1951, too. Such treatment, for disabilities 
suffered in civilian life, as well as service- 
connected injuries, is authorized now where 
beds are available in veterans’ hospitals, 
But, in practice, the scarcity of VA hos- 
pital space is likely to continue for about 
four more years, while some 88 new hos- 
pitals are built throughout the country. 

Disabled veterans’ training and educa- 
tion courses under Public Law 16, mean- 
while, must be started by 1952 if the in- 
dividual expects to take a full four-year 
program at Government expense. These 
courses must be completed by July, 1956, 
but may be started at any time up to that 
date. 

Loan guarantees to veterans for new 
houses, farms or businesses, finally, are to 
be stopped in mid-1957. Up to that time, 
VA will guarantee half of the veteran’s 
loan, up to a maximum of $4,000, on real 
estate, and up to $2,000 on other deals. 
Loans made before that date will continue 
in force, but no more may be made. 

In effect, then, a time limit now is set 
on the benefits a veteran may receive un- 
der the GI Bill. Unless the deadlines are 
later extended, free schooling for ex-Gl’s 
will be stopped completely by July 25, 
1956, subsidized training will cease at the 
same time, no unemployment pay will be 
available under the bill after mid-1952, 
and GI loan guarantees will not be made 
after July, 1957. 

At the same time, new benefits are set 
up on a small scale. Only the right to cash 
terminal-leave bonds this year will cost 
big money, however. The other major 
privileges asked by veterans’ groups, such 
as a general increase in GI schooling allow- 
ances, are put off for debate in Congress 
next year. 

Assurances to veterans, this, call 
for a large flow of Government dollars in 
their direction over the coming 10 years, 
in accordance with a timetable of rights 
and deadlines. This flow, now running at 
$7,000,000,000 a year, is to be increased by 
ability to cash some $2,000,000,000 in 
terminal-leave bonds next month. After 
that, payments to veterans promise to de- 
crease slowly until 1957, when most of the 


GI bill is to die. 
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DISPUTES OVER WILDCAT STRIKES 


First Court Action for Damages as Unions Seek Protection From Suits 


Selection of auto industry 
by CIO to be testing ground 
for labor-law provisions 


The auto industry is being used by the 
CIO as a testing ground to find a way 
around the Taft-Hartley Act. The first big 
test came on a demand for a contract 
clause protecting the union against dam- 
age suits in the event of wildcat strikes. 

In other industries, the new labor law is 
playing a part in some disputes. Many 
unions, however, are not making an issue 
of contract clauses barring strikes. 

United Auto Workers, taking the lead 
among CIO unions, is demanding revision 
of contracts to prevent employers from 
suing for damages if strikes violate the 
agreements. The Taft-Hartley Act gives 
employers the right to sue. 

Ford Motor Co. provided a major test 
case for the UAW. The Ford contract had 
been allowed to expire while negotiators 
worked out details of a pension plan. This 
meant that UAW was in a position to de- 
mand a new contract provision to replace 
a no-strike pledge in the old agreement. 

UAW demanded that Ford agree that 
it would not sue for damages if a strike 
occured during the term of the agreement. 
It wanted the contract to specify that all 
disputes would be settled by collective bar- 
gaining, with a final decision by an umpire 
chosen by both parties. The umpire was 
provided for in the old agreement. 





HENRY FORD, II 
... no damages—if 
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In reply, the company offered last week 
to ignore damage-suit provisions of the new 
labor law under certain conditions. Henry 
Ford II, president, said he would agree 
not to sue the union in illegal strikes if 
these conditions were met: (1) if the union 
has not inspired or authorized the strike; 
(2) if the union will agree to denounce 
publicly such an illegal strike; (3) if the 
union and its officers will agree to use 
prompt efforts to prevent or end the strike, 
and (4) if the impartial umpire is allowed 
to be the final judge as to whether UAW 
has taken the above steps. 

The UAW rejected the company offer 





—Ford 
ON THE ASSEMBLY LINE 
...in the middle—a guinea pig 


and threatened to call a strike. However, 
Mr. Ford met with CIO President Philip 
Murray in an effort to reach a compromise. 
Murray Corp. workers already were on 
strike over the UAW demand. The firm, 
which makes auto bodies, accused the top 
leaders of UAW of forcing the strike after 
officials of the union local had negotiated 
a wage agreement with the company. Top 
UAW officials decided that no new con- 
tracts could be signed without a clause 
exempting the union from damage suits. 
Wildcat strikes at other auto plants, plus 
layoffs resulting from the Murray stop- 
page, brought the total to over 40,000 auto 


hers °7 Ewing 
PHILIP MURRAY 
. » . NO compromise—but 


workers out of work last week in Michigan. 

Industry by industry, this is the pie- 
ture outside the auto field: 

Farm equipment. UAW also was de- 
manding a waiver of damage suits in a 
strike at International Harvester Co 
plants. Company officials say they are will- 
ing to promise that damage suits will not 
be filed if the union will agree to take 
reasonable action to prevent unauthorized 
walkouts. The company adds that it resl- 
izes union officers cannot control all the 
employes in the plant. 

Machinery. A Chicago firm, on the 
other hand, has filed a damage suit charg- 
ing that CIO Steelworkers struck in viola- 
tion of contract. The Globe Co.. maker of 
packinghouse machinery, is asking dam- 
ages of $75,000 plus $39,000 weekly for the 
strike that started July 14. This is be- 
lieved to be the first strike damage suit 
filed under the new law. 

Shipbuilding. A break in a _ lengthy 
strike of CIO Shipbuilding Workers came 
with an agreement for a raise of 12 cents 
an hour in some shipyards. The Taft- 
Hartley Act was not an issue. 

Office equipment. Another long strike, 
marked by picket-line violence, ended at 
eight plants of Remington-Rand Inc. The 
firm agreed with CIO Electrical Workers to 
give a pay raise of 8 cents an hour and six 
paid holidays. Balance of the union's 
original 15-cent demand is to be arbitrated. 

Textiles. A raise of 5 cents an hour and 
five paid holidays were granted to CI0 
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BUT EMPLOYERS MUTUALS PHYSIOTHERAPY 
SAVED IT FOR THIS CARPENTER 


A plunge into hot, searing tar when he 
fell from a scaffold left this carpenter’s 
arm 40% disabled—with little possibility 
of improvement. 


But after five months of treatment by 
Employers Mutuals physiotherapy de- 
partment the disability was reduced to 
5% and the man was able to go back to 
work at his trade. 
* * %* 

It is this human, mutually helpful atti- 
tude of Employers Mutuals which make 
them such unusual, such fine insurance 
companies with which to carry your 
casualty and fire insurance. 

For Employers Mutuals are more than 
insurance selling organizations. They 
are service organizations skilled in acci- 


dent prevention, industrial health pro- 
grams, equitable claim adjustments, and 
other services which reduce your insur- 


ance costs. 
* * * 


Whether you own a car or home, em- 
ploy people, or are liable for injuries 
sustained by a guest in your home or 
customers in your place of business, you 
need protection. 

For a simple explanation of the insur- 
ance that will protect you, get in touch 
with the Employers Mutuals man. 


He will give you full information on 


Public Liability... Automobile . . . Plate 
Glass... Burglary . .. Workmen’s Com- 
pensation... Fidelity Bonds . . . Group 


Disability (Health, Accident, Hospitali- 
zation and Surgical Benefits) ... and 
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Solid line shows a typical policyholder’s rate, steadily 
lowered by Employers Mutuals safety engineering. 
(Dotted line is base rate fixed by state rating bureau.) 











other casualty insurance... Fire... 
Tornado... Extended Coverage . . . In- 
land Marine... and allied lines of in- 
surance. All policies are nonassessable. 


Write on your business letterhead for 
this fine new Dic- 
tionary of Insurance 
Terms. It will help 
you to understand 
insurance. Address: 
Employers Mutuals 
of Wausau, Wausau, 
Wisconsin. 
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The top chart shows how opposition to unions is rising in National Labor Rela- 
tions Board elections. This reveals the percentage of elections in which a 
majority of the workers rejected any or all unions appearing on the ballot. 
The lower chart gives the percentages of victories scored by the AFL, ClO and 
independent unions. Sometimes, unions of all three types compete against one 
another. In other polls, the workers choose between one union and no union. 
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Textile Workers by part of the cotton- 
textile industry. This is the fourth in- 
crease since the end of the war, for a total 
of 31 cents an hour. There was no strike. 
The new law was not at issue, since only 
the wage clause was reopened. 

A major showdown over the Taft- 
Hartley Act in most industries may not 
come for some time. Union leaders are not 
seeking an all-out test of strike power at 
this time. Many contracts do not expire 
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until next spring. At that time, there may 
be a series of disputes involving the Act. 





DOWNWARD TREND 
IN VOTES FOR UNIONS 


Workers are showing less eagerness to 
vote for unions to represent them in bar- 
gaining with employers. The trend of union 
votes is downward in elections that have 


a, 


been conducted by the National Lab 
Relations Board. 

This trend against the unions is 
curring at a time when the unions can pic, 
and choose the places where they want ty 
test the sentiment of the workers. Not un}i 
later this month will employers vet mop 
freedom to force elections on unions. 

Unions lost their bids for bargaining 
rights in 32 per cent of the elections held j 
June. As shown in the top chart on this 
page, a majority of workers rejected unions 
in 18 per cent of the polls during July. 
1946. By May of this year, unions lost % 
per cent of the elections. 

Votes cast against unions also increased 
In July of last vear, 18 per cent of the em. 
ployes who voted opposed the unions. The 
antiunion vote rose to 21 per cent by May, 
1947, and to 26 per cent in June. 

The CIO score went below the half-way 
mark last May. CIO in that month won 
49 per cent of the elections it entered 
This compared with July, 1946, when CI0 
won 64 per cent. The score stood at 55 per 
cent in June, 1947, as noted in the second 
chart on this page. 

The AFL also is losing more elections. 
During July, 1946, workers voted for AFL 
unions in 69 per cent of the elections these 
unions entered. The AFL score of wins 
was 61 per cent in May of this year, how- 
ever, and dropped to 52 per cent during 
the month of June. 

Independent unions also declined in 
popularity as shown in NLRB polls. In 
July, 1946, they were chosen by workers in 
70 per cent of the elections they partici: 
pated in. By May of this vear they won 67 
per cent and, in June, 54 per cent. 

Reasons behind these changes in senti- 
ment of workers are varied. One cause 
may be a general rise in feeling against 


‘unions as indicated by last November’ 


congressional elections. 

Strikers seem to be another factor 
Opposition to unions increased after big 
strikes. 

Labor-law agitation in Congress also 
may be involved. Criticism of union activ- 
ities came out into the open as Congress 
moved toward enactment of the Taft- 
Hartley law. In June, when the bill be- 
came law, the opposition to unions reached 
a new peak in NLRB polls. 

Organizing drives of the unions are 
getting into new areas, especially in the 
South, where workers are showing more 
resistance to unions. 

Bigger losses may be suffered by the 
unions in elections to come. 

After August 22, when Wagner Act 
changes become effective, employers will 
have a right to ask for an NLRB vote 
whenever even one union is asking for bar- 
gaining rights. This means that unions 
will be forced into elections at times when 
they are not ready to risk a vote, and, 
therefore, they stand a chance of losing 
more of these polls. 
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HOW GROUPS DIFFER 
ON NLRB ‘BOYCOTT’ 


Labor leaders continue to exhibit a 
mixed reaction to the country’s new code 
for unions. Some CIO officials are not go- 
ing along with that group’s boycott of 
NLRB. AFL leaders in some cases are 
telling their members to use the Taft- 
Hartley provisions for their own good. 

Employers and union members thus can 
look forward to a variety of moves from 
union officials. Management and workers 
need to keep posted on how the particular 
union in their shop intends to operate 
under the new rules. 

Recent tip-offs on plans of these union 
leaders include the following: 

CIO’s boycott of the National Labor 
Relations Board is supported by a dozen 
or more important CIO unions. However, 
some CIO union leaders are far from 
enthusiastic about the plan to avoid 
filing cases with the Board. 

Textile Workers, CIO, apparently in- 
tend to use NLRB when they think the 
Board can help in winning a contract. The 
union’s executive board refrained from 
joining in the boycott drive. Head of the 
Textile union is Emil Rieve, a vice presi- 
dent of the national CIO and a right-wing 
leader. Mr. Rieve is telling his unions, on 
the other hand, that they should not per- 
mit no-strike clauses to appear in future 
agreements. 

Clothing Workers of the CIO also are 
cool toward the boycott idea. Jacob S. 
Potofsky, president of this union, re- 
newed some of his closed-shop contracts 
for five years just before the Taft-Hart- 
ley Act became effective. He still has 
to worry, however, about smaller shops 
where the union needs NLRB help to 
get contracts. 

Right-wingers in other CIO affiliates re- 
portedly are unhappy about the decision 
of the CIO board to stay away from 
NLRB. Privately, officials charge that the 
boycott idea was fostered by left-wing 
advisers of Philip Murray, president of 
the CIO. 

Strategy of the boycott was sold to Mr. 
Murray as a means of protecting unions 
against NLRB reprisals, the’ right-wingers 
say. The leftists in CIO really had in mind, 
these sources add, that a boycott would 
protect Communist sympathizers in CIO 
unions from the necessity of filing affidavits 
denying affiliation with the Communist 
Party. 

AFL policy on this question of boy- 
cotting NLRB and on other phases of the 
law varies from union to union. AFL 
leaders have been slower than CIO officials 
in revealing their exact strategy. 

_ Craft-union leaders are said to be tell- 
ing their members privately that they will 
find the Taft-Hartley law can be used to 
their advantage. They want to use Labor 
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@ The trend in manufacturing cir- 

cles today is toward STANDARD- 
IZATION—away from specials. This is partic- 
ularly true of Bearings. The machine designer 
has a golden opportunity to combine economy 
with efficiency by utilizing Johnson G. P. 
Standard Stock Bearings . : ° : 


From our list of over 850 sizes, the designer 
can secure at least 90% of his requirements 
from stock without delay. Every bearing is 
precision finished to standard tolerances, 
ready for immediate installation. Large pro- 
duction runs provide a low unit cost and 
every bearing is cast from the highest quality 
bronze alloy available . : 


Our new catalogue lists and describes the 
complete service available on Johnson G. P. 
(general purpose) Bearings. Write for your 


copy. 


JOHNSON BRONZE CO. 
730 South Mill Street — 


New Castle, Pa. 





Branch Offices 
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Labor Week 


Board elections to invade the plant-wide 
bargaining units of CIO. 

Printers say they will hand their em. 
ployers a set of working conditions jp. 
stead of a contract. The union will draft 
the terms. If the employer wants union 
members, AFL Typographical officials say. 
he must live up to those terms. But he 
will not have a contract, and thus cannot 
sue for violations, these officials hold, 

Telegraphers, AFL, have complied with 
the mediation section of the Taft-Hartley 
Act so far. Officials of this union notified 
Western Union Telegraph Co. that they 
wish to reopen their contract on wages 
as of October 2. They also filed notice with 
the Conciliation Service. 





—~$———_. 


These officials apparently are playing 
safe in regard to provisions of the law that 
become effective August 22. These require 
that the party that wants to amend a 
contract must give 60 days’ notice to 





TEXTILE WORKERS’ RIEVE 
. no to no-strike clause 


the other party to the agreement. Notice 
must be filed with the Government at 
least 30 days before the reopening date. 

Notices under this section are being 
filed by many unions and a few employers. 
More than 135 notices have been received. 
The Conciliation Service gets the notices 
until a new Mediation Service is set up. 

Independent -unions probably will 
make more use of the NLRB than does 
the CIO. Provisions of the Taft-Hartley 
Act give independent groups a_ better 
chance to get elections from the Board 
than under old Board policies. 

Mine foremen, on the other hand, are 
being forced to set up an independent 
union. Foremen who formerly belonged to 
the foremen’s union in the AFL United 
Mine Workers are forming a union out- 


side of UMW and the AFL. The UMW 
THE UNITED STATES NEWS 
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contract no longer permits it to take fore- 
men as members. 

Machinists’ officials are warning their 
members not to strike without approval 
of the national office. Members are told 
that they must not start wildcat strikes. 
The officials say that this is being done 
to save the union from damage suits. The 
Machinists are remaining outside the 
AFL by a recent vote of the members. 
Like AFL, however, they are expected to 
use the NLRB at times. 

Results of the boycott-NLRB policy of 
sme AFL and CIO unions can be seen at 
the Labor Board. Complaints and election 
petitions from unions are reported to be at 
the lowest point for the last 10 years. 

This drop in cases, however, is expected 
to be temporary. More unions are expected 
to turn to the Board once the NLRB has 
st up its new rules and policies. 


SECRECY FOR REPORTS 

A loophole for labor leaders is appearing 
in plans of Secretary of Labor Lewis B. 
Schwellenbach for registering unions under 
the Taft-Hartley Act. The law forces a 
inion to file financial reports and other in- 
formation with the Labor Department be- 
fore it can take a case to NLRB. Secre- 
tary Schwellenbach, however, has ruled 
that the Department will not make public 
the information it receives. 

Mr. Schwellenbach has been advised that 
the law does not require him to reveal this 
information. Unions that want to use the 
NLRB also are forced by the law to send 
fnancial reports to each union member. 
However, the law does not specify that the 
other information filed with the Labor De- 
partment must go to the members. This in- 
cludes items such as how officers are se- 
lected, salaries they are paid and other pro- 
visions of the union constitution. 

The decision to keep this secret may be 
reviewed by the joint committee of Con- 
gress that is to check on the new law. 


»Labor Board problems. Appointment 
of two new Board members and a General 
Counsel for NLRB has enabled the Board 
to begin its study of several important 
policy questions. One problem is the fate 
of the 5,000 cases in the Board’s backlog, 
now that the Wagner Act will be revised 
as of August 22. New election rules also are 
needed because of requirements of the 
Taft-Hartley Act. Also, the Board’s in- 
vestigating and prosecuting functions are 
to be separated from its judicial duties. 

Many new interpretations are to be ex- 
pected to come from the Board, but many 
of these policies will develop on a case-to- 
case basis. These decisions will be made by 
the enlarged Board, including the new 
members temporarily appointed pending 
approval of the Senate. The new members 
are Abe Murdock and J. Copeland Gray. 
The General Counsel is Robert N. Denham. 
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cost heavy 


Cost-Heavy Systems have a nasty habit of getting 
in the way of profits. You can beat that stymie 
by simplifying systems with the aim of reducing 
all controllable costs. 

EXAMPLE: A prominent manufacturer, faced with 
rising expenses, introduced a new Kardex cost 
control system that: 


| Combines previously scattered cost records in a 
master control through Kardex-simplified form 
design. Easier posting and visible indexing save 
time of one clerk. 


2 Flashes prompt warning through Kardex visible 
signals of any variance from previous costs— 
pointing to the particular operation where in- 
efficiency or waste of material threatens profits. 


3 Provides up-to-the-minute data for establishing 
prices that will yield the right profit. 


Look for hidden high costs that block profits— 
in sales, cost, inventory, ledger or production 
control. Here Remington Rand simplified systems 
will pay real dividends by reducing controllable 
costs. Write for free 96-page analysis of dollar-sav- 
ing systems, Graph-A-Matic Management Control. 
Systems Division, 315 Fourth Ave., New York 10. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


Ine Wrairreg 


(These two pages present each week the opinion of The Edity 
the other members of the staff who report, interpret, and { 





yy THE DRIFT TOWARD WAR WITH RUSSIA 


By DAVID LAWRENCE 


Slowly but surely the same preliminaries that twice 
before have been followed by a world war are appear- 
ing on the horizon. 

Each side says it doesn’t want war—but the provo- 
cation to war exists, nevertheless, and the danger is 
that a small incident or series of incidents may touch 
off the explosion. 

The American people are wondering already wheth- 
er the United Nations has failed. 

Under the Charter, as written, however, no nation 
can coerce another unless it is willing to go to war to 
accomplish that purpose. 

The exercise by Russia of her veto power is well 
within the limits of the Charter itself. Russia’s re- 
peated use of the veto is merely confirmation of the 
fact that the Soviet cannot be coerced into action ex- 
cept by physical force. 

When the United States virtually recognized a state 
of war with Russia earlier this year by announcing 
the so-called “Truman Doctrine,” it was widely re- 
garded as a move that side-stepped the United Na- 
tions. The justification advanced for that step, of 
course, was that Russia, because of her veto power, 
could block any action in the Security Council. 

So here we have a situation in which, despite all the 
maneuverings ‘and parliamentary bickerings in the 
Security Council and in the various commissions set 
up by the UN, Russia retains her sovereign right to say 
“No” to anything which she does not favor. 

Conversely, the United States possesses the same 
veto power and cannot be coerced into doing any- 
thing which, as a sovereign nation, she does not want 
to do. 

So long, therefore, as the United States and Russia 
fail to compose their own differences, the UN has no 
chance to succeed. 

Growing rift: To the extent that the Truman Doc- 
trine was a warning to Russia that her expansion 
into Greece or Turkey would have to stop, this action 
served notice that the UN, as a debating society, could 
not be expected to handle the larger diplomatic prob- 
lems of the day that might arise between two strong 
powers. 


Ever since V-J Day, the rift between Russia and the 
United States has been growing. Time and again the 
interests of these two major powers have clashed. 
“Peace treaties” have not been signed in Central Ev. 
rope or in the Far East for the very good reason that 
the peace treaty most vital to the world today is one 
between Russia and the United States. 

Disputes exist between these two governments ona 
dozen different major points. There is no sign of 
compromise, adjustment, or settlement. 

So far as the press is concerned, it seems over- 
whelmingly resigned to the inevitable—that Russia 
and the United States cannot get along together. 

Reading between the lines of various editorials, it is 
apparent also that action of some kind—political or 
economic—to coerce Russia into a different course of 
behavior now is accepted as logical. 


Preventing war: If, of course, it is a clear case of 
a Russian challenge to us and to our power, every 
American will instinctively rise to the challenge. 
When, more than a year ago, American fliers were shot 
down in Yugoslavia by the orders of Tito, many of us 
felt that Russia was behind that action and urged a 
showdown then. Tito backed down. Perhaps Russia 
was behind that action, too. It was a sensible solution. 

If any nation shows itself unmistakably interested 
in attacking us or provoking us into war, we cannot 
afford to ignore any evidence of such a trend. 

The American people, however, are entitled to know 
all the facts in the present crisis. Every note and mem- 
orandum exchanged between Russia and the United 
States since 1941 should be made public at once. 

Let the world know the whole truth about these 
controversies. Also the matters under dispute may still 
be susceptible of settlement by diplomacy. This could 
mean the swallowing of pride on some points. It could 
mean an objective review of our own demands and our 
own actions in order to find a basis of understanding 
with Russia. 

If the American people, moreover, are to be united 
and are to put their total energies into another war, 
they must be assured that everything has been done 
that could be done to prevent such a war. 
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pages of The United States News are written in their entirety by 
s| news irrespective of the editorial views expressed here.) 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 









There are many of our military experts who believe 

that a war between the United States and Russia could 
end only in a stalemate. But assuming that it would 
ed in a victory for the United States, what does this 
sttle? Will the United States then, in company with 
other powers, undertake to police the vast areas of 
Russia and to impose another system of government? 
The problem of adjusting human relations in the 
world is not one that can be solved by heroic mani- 
fstations or threats of physical force. Certainly the 
world must have learned by now that there are other 
ways to adjust international disputes provided each 
sde will be honest with itself and will examine dispas- 
sonately its own course of action. 
It is necessary, therefore, to examine the course 
pursued by the United States thus far. Writing 
aonymously in the publication “Foreign Affairs,” 
George Kennan, who is the chief planner for Secre- 
tary of State Marshall, recently made this amazing 
statement : 

“It is clear that the United States cannot ex- 
pect in the foreseeable future to enjoy political 
intimacy with the Soviet regime. It must continue 
to regard the Soviet Union as a rival, not a part- 
ner, in the political arena.” 

This is the psychological attitude that leads to war. 
This is the distrust that makes diplomatic inter- 
course futile. 

This is the kind of reasoning that has intensified 
rather than clarified the relations between major 
powers in the world. 

The assumption that the other fellow is 100 per cent 
wong and that our own course is 100 per cent right, 
sone of the tragic but realistic barriers to interna- 
tional understanding and one of the certain ways of 
drifting into a state of war. 

Direct negotiations: These are not days in which 
to stand on ceremony. 

Why beat around the bush? Everybody knows that 
Premier Stalin is the all-powerful head of the Russian 
Government, and everybody knows that the United 
States is the only nation that stands in the way of the 
assertion of Russian ambitions. 





Conflict of interests grows as disputes on many issues between U.S. and 






Russia go unsettled—Direct negotiation of over-all program for adjust- 
ment of differences needed now—Veto power makes UN ineffective. 


These two nations can fruitlessly engage in double 
talk through their propaganda or through the various 
parliamentary maneuvers in the United Nations. But 
everybody knows that until the Russian and American 
governments develop an understanding with each 
other, there is no use talking about applying the mach- 
inery of the United Nations. 

Russia cannot be coerced and the United States 
cannot be coerced through the Charter of the United 
Nations. 

Direct diplomacy seems to be the only ¢hing left 
if war is to be avoided. Russia has certain legitimate 
aspirations and certain ambitions which could threat- 
en the peace of the world. Most of the issues in Korea 
and Austria and Germany are, in a sense, secondary 
issues. They are all part and parcel of one problem: 
how the United States and Russia are going to get 
along together in this world. 

Time for action: It is high time that the President 
exercised his full responsibility and entered into direct 
communication with the head of the Russian Govern- 
ment. 

The emergency is big enough to bring former 
Secretary Byrnes into the picture once more. His 
background and knowledge of previous negotiations 
with Russia are invaluable. A delegation consisting of 
Senator Vandenberg, former Secretary Byrnes and 
Secretary Marshall should go at once to Moscow to 
discuss with Premier Stalin an over-all plan for the ad- 
justment of the relations between the United States 
and Russia. Such a committee should invite Premier 
Stalin to send to Washington his Foreign Min- 
ister, Mr. Molotov, on a reciprocal mission to con- 
tinue the discussions that must precede an over-all 
agreement. 

The time has come for direct contact between the 
United States and Russia if war is to be avoided. 

The present drift toward war is dangerous. 

The American people are entitled to the assurance 
that the United States Government is not considering 
Russia as a “rival” but that every effort is being made 
to make Russia really a partner and true friend in the 
family of nations. 
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INDICATORS OF BUSINESS 


Business activity in general moves 
lower, as prices continue to rise. 

Supports for production weaken, one 
by one, notably for nondurables. 

Exports turned down in June to a rate 
of $14,700,000,000 a year, 12.7 per 
cent below the postwar peak of $17,- 
060,000,000 in May. 

Retail trade fell slightly in June, even 
after seasonal adjustment. 

Total retail-store sales, at 273 per cent 
of 1935-39, were just below May, 
and 2.5 per cent below February. 
Physical volume shrank even more. 

Nondurable-goods-store sales in 
June were 1.8 per cent below May, 
3.8 per cent below February. A rise 
of 3 per cent for durable-goods-store 
sales failed to offset that drop. 

Food-store sales fell 5 per cent from 
May. 

Department-store sales in the week 
ended July 26 rose 2.6 per cent to 
297.3 on The United States News 
indicator. The level still was below 
the May peak. 

Inventory building no longer is a 
prop for factory output. 

Manufacturers’ inventories rose $300,- 
000,000 in book value in June, to 
$22,700,000,000. Physical volume in- 
creased little, if any. Durable goods 
accounted for all dollar-value rise, a 
third smaller than the monthly rise 
from January through April. 

Wholesalers’ stocks already had 
stopped growing in May. Retailers 
continued to shrink their holdings. 

New orders received by manufactur- 
ers drifted still lower in May. 

Construction remains at a high level, 
but does not rise enough to support 
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the economy by itself. New construc- 
tion put in place in July rose 7.6 
per cent, a bit more than seasonally, 
to a value of $1,139,000,000. 

Shrinking demand for factory out- 
put, thus, is reflected by easing of 
consumer buying, inventory building 
and exports. Production is affected. 

Factory output continues its slow de- 
cline. At 189 on the Federal Reserve 
index in June, it was down slightly 
from May, and 4.5 per cent below the 
postwar high in March. 

Nondurable-goods output fell 1.8 
per cent in June, again accounting 
for most of the drop. 








T = 
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ACTIVITY 


Textile output fell 6 per cent and was 
responsible for two thirds of the drop 
in total factory output. 

Durable-goods output fell 0.5 per 
cent. The drop centered in metals 
and their products and in building 
materials. Automobile output rose. 

The drop in factory output during 
1946-47 is shown below: 


Peak June 


Factory output 198 189 
Nondurable 177 (167 
Textiles 174 154 
Rubber products 252 213 
Food products 162 154 
Durable 225 217 
Machinery 281 273 
Lumber & products 147 138 
Stone, clay, ete. 219 206 
Transp. equip. 245 229 


Iron & steel 197 193 

Output of factories in the week ended 

July 26 dropped to 181.6 on The 
United States News indicator. 

Auto output fell sharply to 82,712. 

Wholesale prices, meanwhile, edged 
upward in the week ended July 25 to 
a 27-year high. 

Productivity lag is a factor in prices. 
As the top chart shows, unit wage 
costs are 76 per cent above 1939 for 
durable-goods industries; 71 per cent 
for nondurable. Man-hour output is 
up only + per cent in durables, 13 
per cent in nondurables. 

Dividends reported by corporations in 
the three months ended May 31, 
nevertheless, were $1,040,600,000, or 
17 per cent above a year ago. 

Business activities, however, which 
produce personal and business earn- 
ings, continue to drift slowly down. 
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Special Report 


Moderate relief, at best, 
for individuals in ‘48, with 
little hope for corporations 


A tax cut on 1948 incomes is threatened 
by the outlook for a narrowing gap be- 
tween Government income and outgo in 
the months ahead. 

The trouble is that Congress, in its 
recent session, failed to achieve the econ- 
omy goals it set up for itself. Early in the 
session, the House resolved to cut spending 
in this fiscal year, the year that began 
July 1, to $31,500,000,000. The Senate 
resolved to cut it to $33,000.000,000. 
Actually, now that Congress’s economy 
record can be 
this: 

Spending is likely to reach at least 
$36,567,000,000. This is only $961,000,000 
less than President Truman estimated in 
his budget last January. 

Income of the Government for the year 
that began July 1, 
rates, promises to be about $41,220,000,- 
000. This is $3,490,000,000 more than Mr. 
Truman estimated last January. 

Left over for cutting debt and _ taxes, 
even so, will be not more than $4,653,- 
000,000. In Congress, as recently as three 


measured, the outlook is 


assuming present tax 


months ago, it was officially estimated 
that the surplus might run as high as 
$8.400,000,000. 

The fact is that the surplus figure of 
$4,653,000,000 may turn out to be much 
too high. On the spending side, the un- 
official estimates above make no allowance 


extensive research on a problem of out. 


standing importance in National Affairs.) 


THREAT TO TAX CUT’S CHANCES 


Dwindling of Expected Surplus Because of High Spending Level 





INcOME 

Ovutco: 
National defense 
Terminal-leave pay 
Interest 
Tax refunds 
Veterans 
Foreign aid 
Farm aid 
Social security and retirement 
Public works 
General Government 
Other 


Total spending 


BupbGet SvurPtvs: 





What Has Happened to Budget Outlook 


Year Ended 
June 30, 1947 
Actual 


$43,259,000,000 


15,.293,000.000 
1.986,000.000 
4.958,000.000 
3,050,000,000 
7.259,000.000 
4.415,000.000 
1.194,000,000 
1.459.000.000 
1.694,000,000 
1.492,000.000 
305,000,000 


42.505.000.000 37.528.000.000 


754,000,000 
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Year Ending 
June 30, 1948- 
As it looked to 
President Truman 
last January 
$37.730,000.000 





As it 
looks nou 


$41.220.000.000 


12.494.000.000 

250,000.000 
5.000.000.000 
2.049.000.000 
001,000,000 
901 000,000 
.226,000.000 
.767.000.000 
985.000.000 
.007.000.000 
.248,000.000 


12.154.000,000 
414,000,000 
5.000,000,000 
2.049.000.000 
6.928.000.000 
3.834,000.000 
1.043.000.000 
1.511.000.000 
1.381.000.0000 
1.598.000.000 
655.000.000 
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36,567 000.000 


202,000.000 4.653 000,000 








for new aid to Europe under the Marshall 
plan. Nor do they include any increase 
attending 
school, which may be voted by Congress 
in 1948. On the income side, the 
estimates continued high 

perity. If the Government is to collect as 
much as $41,220,000,000 in this fiscal 
year, the boom must continue throughout 
1947, with only a mild down- 
trend in the first half of 1948. A more 
business setback would lead to 


in allowances for veterans 
new 


assume pros- 


most of 
severe 


a sharp drop in federal income. 
The budget outlook, thus, is not nearly 


as bright as might be indicated by the 
bare record of appropriation cutis made 
by the 1947 Congress. 

What actually happened was that Mr. 
Truman, after submitting a $37,500,000- 
000 budget last January, sent to Congress 
later in the additional 


session requests 


totaling $2,200,000.000. That made his 
actual budget $39.700.000.000. In. whit- 


tling that down to $36,567,000,000, Con- 
gress did some real economizing. 

Of 11 major fields of Government spend- 
ing, Congress economizers, led by Repre- 
sentative John Taber (Rep.), of New 
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York, made cuts in seven. In two others, 
pending is to be about what Mr. Truman 
estimated, and, in the remaining two, 
gending is likely to be greater than 
forecast in President Truman’s original 
budget. 

But the fact remains that the Govern- 
ment goes into the new fiscal year pre- 
pared to spend $5,067,000,000 more than 
the House of Representatives predicted 
and $3,567,000,000 more than the Sen- 
ate predicted. 

To the taxpayer, this means that 
promised tax relief for incomes earned in 
1948 may or may not materialize. If a 
business recession develops later in the 
year, or if the Government undertakes 
costly new programs being proposed, the 
ratively modest budget surplus now in 
prospect could dwindle or even disappear. 
The possibility remains, therefore, that tax 
cutting may be delayed until 1949. 

At best, any tax relief that comes in 
1948 will be moderate. With the budget 
surplus now promised, plus money that the 
Treasury can spare out of its cash balance, 
Congress is not likely to have more than 
$5,200,000,000 for both tax cuts and debt 
cuts. Congress leaders insist upon using at 
least half that amount for debt reduction. 
That would leave $2,600,000,000 for tax 
reduction. 

For a full year, the tax-cut plan for 
personal incomes that was blocked twice 
by veto during the recent session of Con- 
gress would cost about $4,000,000,000 in 
revenue. A similar plan, if passed early in 
1948 and made effective on incomes earned 
after Jan. 1, 1948, would affect revenue for 
oly the latter half of this fiscal year— 
January through June, 1948. But Congress, 
in considering the cost in revenue, will 
want to look further ahead than the cur- 
rent fiscal year. The half-year cost, will 
control Congress’s decision on how much 
to cut taxes. 

Congress, thus, can be expected to go 
easy on voting away revenue through tax 
cuts in 1948. As things now add up for 
taxpayers: 

Personal taxes are almost sure to get 
the emphasis in any tax relief that is voted 
in 1948. Here the cost in revenue is likely 
to be held below $4,000,000,000 a year. 
This means, for the average taxpayer, no 
more than a 20 per cent cut. 

Excises are likely to stay close to war- 
time levels. There may be some revisions 
inrates here and there, but no broad over- 
hauling of excise structure. 

Corporate taxes are unlikely to get 
any cut in 1948. Cuts in corporate rates, 
lief from double taxation of dividends, 
aud other proposed revisions of taxes on 
corporation earnings are expected to go 
over until 1949. 

Broader tax revision—a program pro- 
viding relief in nearly every field of federal 
laxation—is being drafted in Congress, 
but it now appears that there will be little 
chance for action on it until 1949 or later. 
A detailed examination of the Govern- 
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TOLEDO PORTABLE, BENCH 
and FLOOR SCALES — Widely 
used for weight-and-cost-control. 


¥ eR, sone mg cme 


sie mi. 


TOLEDO COUNTING SCALES 
—Count small parts rapidly and 
accurately. 





Scales today are highly specialized 
control instruments. They weigh, 
count, batch, measure, test—solv- 
ing the basic control problems 


throughout industry 


Toledo Scales help to maintain 
product-quality, control costs and 
speed up production. They are 
accurate, rapid and reliable. Toledo 


scale Company, Toledo 12, Ohio. 





HEADQUARTERS FOR SCALES 
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LLUSTRAVOX two-way presentation delivers 
our training message the ONE BEST WAY 





ORTABLE, inexpensive Illustravox 

sound slidetilm training assures maxi- 
mum two-way effectiveness at minimum 
expense. Trainees learn faster and remem- 
ber longer than under former training 
methods, and make more valuable, more 
efficient employees. 
@ @ [llustravox uses attention-arresting 
pictures and spoken words to command 
interest. Your training story is seen and 
heard .. . never varies, never is misinter- 
preted. Whether presented in the home 
office or in the field, it always carries the 


authoritative voice of headquarters. 


@ @ @ Field-proven in peacetime and war, 


Illustravoxcomprises over80 % ofallsound 
slidefilm equipment now in use. Inall types 
of sales, service, and other industrial train- 
ing, business leaders agree, I//ustravox two- 
way training 1s the one best way. Place your 
order with your I]lustravox dealer today or 
writeThe Magnavox Company, Illustravox 
Division, Dept. US-8, Fort Wayne 4, Ind. 
* * 


See “The Illustrated Voice.” Oxistanding com- 
mercial film of the year, it shows how Illustravox 
can best be applied to your training and selling 
needs. Ask your Illustravox dealer or film producer 
for a showing today! 


ILLUSTRAVOX 





THE ILLUSTRATED VOICE 


Your story is HEARD 


DIVISION OF THE 


Magnavox 
COMPANY oJ FORT WAYNE 


MAKERS OF FINE RADIO-PHONOGRAPHS 
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Special Report 


ment’s financial outlook for the curren} 
fiscal year shows why. 

On the spending side, Governmey 
this year is to cost four times as much q 
it cost in any peacetime year before 194] 
That is the situation that will compe 
Congress to keep revenue high in the yea; 
ahead. 

National defense, in this second fy 
fiscal year since the war ended, is to cos 
about $12,154,000,000. This represents q 
cut of $340,000,000 below Mr. Truman’ 
January budget estimates and $3,139,000. 
000 below the amount actually spent fo; 
defense last year. 

Interest on the public debt is expected 
to run $5,000,000,000, as Mr. Truman's 
budget forecast. 

Veterans’ aid is to cost at least $6,998. 
000,000, compared with Mr. Truman's 
estimate of $7,001,000,000. If Congress 
votes higher allowances for veterans jin 
training, this amount will be increased. The 
Government paid out $7,259,000,000 for 
veterans’ programs last year. 





—, 


Terminal-leave pay, for GI’s expected 
to file their applications this year, is likely 
to involve $414,000,000, which is $164- 
000,000 more than Mr. Truman estimated. 
The bulk of this program, $1,986,000,000, 
showed up in the budget for the year that 
ended last June 30. 

Foreign aid is to cost at least $3,834, 
000,000, compared with $2,901,000,000 
forecast by President Truman. The Mar- 
shall plan would increase this item sharply. 

Here, then, are five items, all directly 
related to the war, that add up to $28,330, 
000,000 in costs during this fiscal year. 
This is three times as much as the whole 
Government normally cost before the war 
And six major fields of spending are yet to 
come: 

Tax refunds are likely to cost $2,049- 
000,000, which is just the amount Mr. Tru- 
man forecast. Congress cut $800,000,000 


‘ off the appropriation for refunds, but the 


1948 Congress probably will have to re- 
store the whole amount. 

Farm aid, including operation of the 
Agriculture Department, is expected to cost 
$1,043,000,000. A sharp price drop would 
run this item up, because the Government! 
is committed to support major farm prices 
Mr. Truman’s estimate for farm programs 
was $1,226,000,000. 

Social security and retirement are to 
involve about $1,511,000,000, compared 
with a budget estimate of $1.767,000,000 

Public works are likely to cost $1.381- 
000,000, a drop of $204,000,000 from Mr 
Truman’s budget forecast. There is some 
possibility here that not all the available 
money will be spent because of shortages 
of labor and materials. 

Ordinary Government—the cost 0! 
running the regular departments and 
agencies—is estimated at $1,598,000,000 
Mr. Truman’s January budget placed this 
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figure at $2,007,000,000. Congress cut ap- 
propriations all down the line. 

Other costs are to run about $655,000,- 
00, against Mr. Truman’s estimate of 
$],248,000,000. The biggest cut here was 
in money allotted to the Reconstruction 
Finance Corp., whose lending program 
was scaled down by Congress. 

Government costs for the year that runs 
yntil next June 30, then, are to reach at 
least $36,567,000,000, and a number of 
items May increase. 

On the income side, it is estimated 
that collections will run $2,039,000,000 less 
than in the year that ended last June 30. 
The difference is mainly in sales of surplus 
property, in collections of liquor taxes, and 
in collections of taxes due from past years. 

The reasons why President Truman 
underestimated income for this year by 
$3,490.000,000 are these: first, Congress 
voted to continue excises at wartime levels; 
second, the boom has reached heights that 
Mr. Truman did not expect, and that 
shows up in higher tax collections. 





—Acme 
REPRESENTATIVE TABER 
... billions short of the goal 


If, however, there is a real bust in the 
months ahead, Government income will 
sump to a point closer to Mr. Truman’s 
estimate. That could produce a situation 
in which debt cutting would take the 
Government’s whole surplus, leaving no 
leway for tax reduction. 

Essential fact of the situation is that 
taxpayers cannot yet begin to plan on the 
lax relief that has been promised for next 
January 1. When Congress promised those 
cuts, it was counting on a much lower 
level of Government spending this -year 
than now seems likely. Despite the politi- 
cal appeal of doing something for the 
laxpayer in the election year 1948, tax 
cutting may have to wait. 
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Athletes Foot 
Gag? on contact! 











—— 


After. 


Here you see a picture (same mag- 
nification) of Athlete’s Foot or- 
ganisms made after contact with 
Absorbine Jr. Note how the 
growth has wilted and died. It’s 
the effective action you want! 


Here yow see a picture, much en- 
larged of the parasitic growth 
which causes the pain and mad- 
dening itching of Athlete’s Foot. 
When this organism attacks raw 
flesh, it’s torture! 


Look for Cracks 
between your toes 


When feet are hot and steaming, per- 
spiration irritates the skin, often to 
the point where it cracks and shreds 
away in moist patches. The ever-pres- 
ent Athlete’s Foot organisms attack 
raw flesh through the open cracks, 
and every step is agony! 


Apply Absorbine Jr. 
full strength 


Absorbine Jr. kills the Athlete’s Foot 
organisms oncontact! To guard against 
reinfection: Don’tshare towels or bath- 
mats. Boil socks at least 15 minutes 
to kill the organisms. Disinfect shoes. 
In advanced cases consult physician. 


































Absorbine Jr. also benefits you four other important ways: 

1. It dries the skin between the toes, discouraging 
future attacks of Athlete’s Foot. 

2. It relieves itching and pain of Athlete’s Foot. 

3. It dissolves the perspiration products on which 
Athlete’s Foot organisms thrive. 

4. It cleanses and helps heal broken tissue. 


4 
Flaay Safe. Daily hygiene! You can help ward 


off Athlete’s Foot by applying Absorbine Jr. 
to your feet every day! Cooling and refresh- 
ing after bathing. Absorbine Jr. has also been 
famous for more than 50 years for the relief 
of muscular aches and pains. At all drugstores. 
$1.25 for a long-lasting bottle. 


W. F. Young, Inc., Springfield, Mass. 


Absorbine Jr. 
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Nearly all subscribers to this 
magazine buy voluntarily. No 
salesmen call on them. They 


send in their checks regularly. 


This point has real signifi- 
eance for advertisers because 
they know that such highly 
voluntary subscription meth- 


ods mean interested readers. 
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30 Rockefeller Plaza, New York 20, N.Y. 
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Weve Been Askeels 


ABOUT U.S. AID FOR RESEARCH 


A plan for far-reaching Government aid 
in scientific research is now approved by 
Congress. The plan calls for studies in 
many fields by scientists and students, at 
Government expense. It calls for a number 
of scholarships, grants and loans. Special 
emphasis is placed on research into the 
causes and cures for cancer, heart diseases 
and infantile paralysis. 

A National Science Foundation, with 
wide powers to give financial aid to sci- 
entific research, is to be set up soon under 
the plan approved by Congress. Steps to 
establish this Foundation will be taken 
soon, unless the program is vetoed by the 
President. Operations of the plan are ex- 
pected to cost about $25,000,000 a year. 


Who gets aid under the plan? 
Almost any person or institution wanting 
to carry on scientific research or study 
approved by the Foundation. Under the 
plan voted by Congress, financial aid can 
go to an individual, a school, a research 
organization or even to private industry. 
The Foundation is given almost unlimited 
power to screen out scientific or medical 
studies that get support. 


How will program work in practice? 
Persons, schools, institutions or others 
with plans for research can go to the Foun- 
dation for aid. If their plans are approved, 
they can be given scholarships, other finan- 
cial assistance or loans. In the past, the 
Foundation might have given financial 
support to the experiments of such famous 
inventors as Morse, Bell, Fulton, Edison, 
the Wright brothers, or to those who de- 
veloped new drugs, textiles or plastics. The 
Foundation can give financial help for re- 
search in medicine, biology, engineering, 
physics, chemistry and almost any other 
field of science. 


Who can get scholarships? 

A large part of the program approved by 
Congress involves scholarships and grad- 
uate fellowships. The actual rules and 
regulations governing these awards are to 
be worked out by the Foundation. But, in 
general, they are to be based on ability. 
Students winning scholarships can select 
their own schools. These can be either in 
the U.S. or abroad. But they must be 
accredited and nonprofit schools. Or a 
scholarship might cover some particular 
project in a certain college. Here, too, the 
Foundation is given wide powers in decid- 
ing on qualifications of those getting awards 
and on amounts of payments. 


How can colleges get aid? 

Colleges and other schools can go to the 
Foundation for financial aid in carrying on 
research projects in any scientific field. 


Congress does not limit the Foundation 
on where it can place its support. The 
Foundation will lay down its own rules on 
who can qualify for help. 


How will the medical research work? 
Special commissions are to be set up, 
within the Foundation, to make stir \ eys of 
research into cancer, heart ailments and 
infantile paralysis—and_ possibly _ other 
diseases. These commissions will make 
recommendations to the Foundation op 
private or public research programs. These 
might be for hospitals, laboratories, en- 
dowed foundations, colleges, industrial con. 
cerns such as drug companies, or indi- 
viduals. The Foundation itself will not 
set up any research laboratories. 


Is military research covered? 

The plan of Congress puts emphasis 
on national defense. A special committee 
on defense is called for. Financial aid can 
be given to research affecting improvement 
of military weapons. But the Foundation 
can finance research in the field of atomic 
energy only if it first gets approval from 
the Atomic Energy Commission. 


Will the Government control the 
Foundation? 

No. The Government will have little di- 
rect control over the Foundation, once it 
is set up. The over-all governing body 
will be a 24-man board. The members will 
be named by the President of the U.S. 
They are supposed to come from the fields 
of science, medicine, engineering and pub- 
lic affairs. The members must be approved 
by the Senate. They work part time, and 
are paid only for time worked. Within 
this board is to be a nine-man executive 
committee. Chief executive officer is to bea 
$12,000-a-year director. He is to be named 
by the Foundation, and not by the Presi- 
dent. The director does not have to be 
confirmed by the Senate. Thus, the Gov- 
ernment’s main control over the Founda- 
tion is through selecting its members and 
appropriating for its operating expenses. 


When will the Foundation begin op- 
erations? 

The first step toward naming members of 
the Foundation can start right away, unless 
the plan is disapproved by the President. 
Several months probably will be required to 
set up the main board, select a director 
and assistant director and get the organ- 
ization ready. Congress has not yet made 
a direct appropriation for the Foundation, 
but funds are available for preliminary 
operations. Sponsors of the plan hope to 
have it in action soon after the first of 
the year, with extensive operations under 
way a year from now. 
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DOES AN ANALYSIS of your maintenance costs 
reveal a large expenditure for the purchase and 
installation of repair parts? How much of this 
expense can be traced to excessive wear caused by 
faulty lubrication? 

With Gulf quality lubricants, wear can be so 
reduced in many types of machinery that opera- 
tion for years is possible without repairs or part 
replacements. 

Call in a Gulf Lubrication Engineer today and 
let him assist you in finding opportunities for im- 


proved lubrication of your equipment. In his 


broad experience, he has found literally dozens 





Has your plant hidden losses 
in maimtenance costs? 





help you find opportunities 


for dollar savings 


of ways to save money and increase production 





efficiency by the better selection and application 
of oils and greases. Write, wire, or phone your 


nearest Gulf office. 


Gulf Oil Corporation - Gulf Refining Company 
Division Sales Offices: 
Boston * New York ° Philadelphia + Pittsburgh + Atlanta 
New Orleans * Houston * Louisville + Toledo 


INDUSTRIAL 
LUBRICATION 







































WHAT EVERY BUSINESSMAN SHOULD KNOW ABOUT HIS PARTNER-THE RAILROADS 





hegiing Face with a Podiciin Peak 


fewer cars than they had on V-J Day. 
More cars are on the way. Until they 


America’s PRODUCTION curve has 
climbed to an all-time peacetime peak! 

Keeping pace with this performance 
has kept the railroads coming and going: 
coming to factory and mill with the raw 
materials industry needs; going to mar- 
ket with the finished products. 

Add to this industrial production 
peak a record-breaking performance by 
the American farmer and you get a mea- 
sure of the job the railroads are doing. 
During the first six months of this year, 


your railroads hauled more tons more 
miles than ever before in peacetime! 
When the war ended, the railroads 
had on order 35,000 new freight cars. 
Since that time, these cars—plus another 
40,000—have been built, and the rail- 
roads have ordered still another 105,000. 
But it has not been possible to get these 
cars built fast enough to replace those 
worn out in wartime service. As a result, 
today the railroads are hauling this big- 
gest peacetime traffic in history with 


arrive, however, railroads must do the 
best they can with what they have and 
can get. There are bound to be some de- 
lays in furnishing all the cars needed 
by American industry today. But you 
can be absolutely certain that the rail- 
roads—with the continued help of the 
shippers—will keep on doing their level 
best to speed these products to the 
market places of the nation. 


AMERICAN RAILROADS 


THE NATION'S BASIC TRANSPORTATION 


















Trend of American Business 



















































24th and N Streets, N.W. 
Washington, D. C. 


A sort of pincers movement, a squeeze, is at work. It's the sort of thing 
that is going to cause trouble if it keeps up. 

Prices are going up. Steel is up $5 a ton and more. Rent is rising. Food 
is at a record high price. Automobile prices are being marked up. Costs are 
higher. Production costs are higher. Living costs are higher. 

Volume is slipping a bit, however. It's tending down. Production, from 
which jobs flow, is off a little for June. It's down to 189 on the Reserve 
Board index for factories. It was 198 in March. Textiles are way off. Exports 
are Slipping a little, too--about 10 per cent in June. Retail trade is down a 
little. Construction isn't reacting very much to the end of controls. 

The hoom now occurring is a price boom. It's inflation. It can go on for 
quite a while. Underneath, however, there are wigwag signals. More of many 
things could be produced than are being produced. More textiles could be pro=- 
duced. More houses could be built. More clothing could be turned out. More 
shoes, more things for women and children, too. New orders aren't as high as 
they might be, either. The system isn't running full tilt. 





There is no doubt that optimism is more widespread. Farmers are happy over 
the price outlook. Profits are good for businessmen. Steel people feel better, 
now that the price rise is announced and apparently accepted. 

That's all true. Also, there are other things to consider. 

Cash will be paid for terminal-leave bonds after September 1. AS much as 
$1,500,000,000 may pour out quickly. The average veteran will have about $250 to 
spend, some will have as much as $750. Merchants are going to reap a harvest in 
sales of clothing, furniture, household equipment. Trade will be boosted. 

Consumer-credit controls go off November 1. Terms after that will be what 
banks and finance companies make them. All kinds of consumer durables will tend 
to get a shot in the arm from easier credit. 

Those two things would seem to underwrite active retail trade for autumn. 
Chances are that there is to be another boom in Christmas trade as well. 














Even so, it is best to be wary, cautious, to be careful of pitfalls. 

Export trade rests on a very Shaky foundation. Exports right now are a 
business about twice as big as private construction, about as big as all of the 
consumer-goods industries, including automobiles. Any trouble there would be 
like a setback in some of the big basic industries. 

Building, on a volume basis, is not doing so well. It fails to boom. 














y. Textiles are rather slow. So are some other soft-goods industries. Those 
they industries account for a large volume of employment. 

the Also, price rises are squeezing millions of consumers of all kinds of 

and goods. Food is eating up a bigger-than-usual share of income, leaving less for 
de- other things. At some point, this fact will make itself felt. 

ded The point is: Don't get sucked into a feeling of unrestrained optimism. Re- 
you member that turns have a habit of appearing when least expected. All may work 
sil. out fine, but there are hazards that should not be overlooked. 

we One other point to be kept in mind: 

vel Net effect of Government spending and taxing for the year to July, 1948, 
the will be deflationary. More cash will be taken from pockets than is put back. 


Cash for terminal-leave bonds, temporarily, will be inflationary. Most of 
that cash will go out in September and October. 


(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Withdrawals of cash, however, will exceed outgo of cash for the year as a 
whole. Withdrawals will be heaviest in January and March, 1948. 

Cash taken out of pockets by Government may be $5,000,000,000 more than is 
put back. There was a big net withdrawal of cash in the year ended July l, but, 
in that period, private credit was expanding and private spending was on a 
rather lavish basis. If private spending trends turn down, the effect of a net 
withdrawal of cash by the Government could make itself felt. 





Outlook for the regular budget in year ending next June 30 is this: 

Income will be about $41,220,000,000. That assumes high business level. 

Outgo will be about $36,567,000,000. Congress aimed at $33,000,000,000. 

Surplus for tax and debt cut will be about $4,653,000,000. 

A tax cut of the kind Congress tried to pass would cost $4,000,000,000 for 
a full year. That would leave little for debt reduction as things worked out. 
Spending is too far above the level Congress aimed at. 

Actually, outgo may be larger than indicated, income less. That would mean 
even less left over for tax cutting and debt cutting. A business setback would 
mean smaller revenue. A Marshall plan would mean more spending. 


Tax reduction on 1948 income, in the light of the budget outlook, is not so 
bright as it apneared only a short time ago. 

A_tax_cut for 1948 corporation incomes seems very improbable. 

A_cut for individual incomes remains better than a 50-50 prospect, but that 
cut could be even more modest than the one planned for 1948 and vetoed. 

A reduction in excise taxes on any broad basis seems unlikely. There may be 
a removal of the tax on transportation, but that might be about all. 

Tax cutting, of course, may be done without regard to the budget outlook, 
but that is not likely. More probable is pressure against any great increase in 
the number of billions provided for aid to other countries. On that basis, taxes 
could be cut modestly and still leave a budget balance. 

The budget story and its tax effects. are given to you on page 34. 








Labor leaders remain in quite a dither about the new labor law. 

Union strategy will be to try to avoid the law where possible, to write 
into contracts a clause to provide immunity against suits for damages. 

Union fears, obviously, center in changes in the law that make unions 
liable for contract violations. Most union effort is directed, at this time, 
to figuring ways to get around that opening to legal attack. Fear is less that 
the opening will be used by big employers than of its use by small employers. 

There still is a question whether any party, by contract or otherwise, can 
dodge the requirements and reSponsibilities laid down by law. It is far from 
certain that union leaders will be able to establish an immunity by contract 
agreements that they may work out with employers. 











Labor-law requirements, for the most part, take effect August 22. 

Union gestures, at this stage, are being made before law's effective date. 

After August 22, a new General Counsel will be ready to enforce the new 
law. Prior to that date, enforcement of the effective provisions is largely a 
matter for employers acting on their own. After August 22, the Labor Board will 
be operating under new rules that impose responsibilities upon unions as well as 
upon employers. Employers then can petition for elections, can enter complaints 
against unions for unfair practices, can exercise many new rights. 

It is too early yet to determine whether unions can find a way around the 
new law. It's too early, too, to determine what will be the attitude of the 
Labor Relations Board in interpreting the new law. 

But: The fact is that Congress is set to study the law's working and to 
prepare for changes in the next session if its intent is not met in enforcing 
rules of conduct upon unions, as they have been enforced upon employers. 
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CASE HISTORY No. 4002 


t, COLONIAL RADIO CORP. 
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“DITTO Eliminates 


4 to 8 writings on Order and Billing work” 


COLONIAL RADIO CORP. REPORTS 


Prior to installing the Ditto One-Writing Order and Billing 
System, 4 to 8 writings were needed on each order entered 
by the Colonial Radio Corporation of Buffalo, New York. 

Three billing machines were used for writing up orders and 
invoices; in the shipping room 2 more billing machines were 
used to write up bills of lading and labels. Errors were numerous 
... Copying costs were high. Colonial now uses a single Ditto 
Direct Process duplicator to handle all of this tedious, costly 
paper work. Errors have been eliminated, the activities of all 
departments coordinated. 

Whether your problems involve order and billing, payroll, 
purchasing or production, you can effect similar savings with | 


l Ditto. Case History No. 4002 explaining how Ditto saves 
S re-writing and eliminates errors for the Colonial Radio Cor- 
3 poration, is yours for the asking. Write for your copy today. 


DITTO, INC., 682 South Oakley Blvd., Chicago 12, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


DITTO 2222... 


TRADE MARK REG, U. S. PAT. OFFs 
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call upon Congress for 


Military ‘lraining 


Witham Randolph Hearst 


PUBLISHED IN THE HEARST NEWSPAPERS, APRIL 28, 1917 


“Universal service as now proposed is 
merely military education of the young men 
of the country in the most important and 
patriotic of all public or private duties— 
namely, the nation’s defense . . . 


“The object of this education—the pro- 
tection of our families and our fellows, the 
safeguarding of our American institutions 
and standards, the perpetuation of our 
American principles and liberties, the de- 
fense of our dear land—is the noblest object 
and obligation of our citizenship. 


“Moreover, a course in military educa- 
tion for our young men is as much an ad- 
vantage to them as it is a service to the 
nation. 


“A course in military training is, first, a 
course in physical training, and such a 
course is of prime importance in maintain- 
ing and developing the physical excellence of 
our people and of our race. 


“A course in military training is, second, 
a course in discipline, and such a course is 








most important in developing the moral 
calibre and character of our youth and our 
people. 


“A course in military training is, third, a 
course in system and organization and effi- 
ciency; and what our nation and our people 
most need for the adequate development of 
the immense resources in our country and 
within ourselves is universal training in 
system, organization and efficiency.” 


QVRAF A 


Mr. Hearst’s words, published less than a 
month after America entered World War I, 
have not lost an iota of their truth or conviction 
in the intervening 30 years. The Hearst News- 
papers will continue to work for Universal 
Military Training. 

They will continue to expose the Communists, 
the professional pacifists, the misguided dis- 
armament clique and all other subversive or 
sloppy-minded groups who oppose this program. 
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MONEY CRISES ABROAD 


Prospect That Help Under Marshall Plan Will Be Delayed Till Snoring 


French inflation, British 
stock decline, import pinch 
because of dollar shortage 


Money problems are multiplying in Eng- 
land and France. These problems, directly 
connected with the dwindling supply of 
dollars in the hands of both nations, hit 
home in this country, because they threat- 
en the buying power of U.S. business’s two 
biggest European customers. 

In England, the dollar supply is falling 
so fast that the year-old U.S. loan, sup- 
posed to tide Britain over until 1950, is like- 
ly to be used up by the end of this year. 

In France, also facing a serious dollar 
crisis, the franc is in trouble. The Gov- 
ernment is struggling against odds to hold 
it at its present official value of 119 to 
the U.S. dollar. 

In both countries, the great hope now 
is the Marshall plan, which promises a 
new flow of U.S. dollars to countries of 
Western Europe. But that program can- 
not begin operating until it is approved 
by the U.S. Congress, which does not plan 
to meet again before next January. Action 
is unlikely before spring. U.S. officials are 
frankly worried about what will happen 
to the British and French economies in 
the meantime. 

The British crisis shows up in these 
developments: 

The U.S. loan, in just a little over a 
year, has been drawn down by $2,750,000,- 
000. There is only $1,000,000,000 left. At 
the rate the British have been using it, the 
money will be gone by Christmas. Then 
Britain must either place new checks on 
buying in this country or draw on her gold 
reserves or investments to raise dollars un- 
til she can get more help from the U.S. 

To help tide her over, Britain is re- 
ported to be asking this Government to re- 
lax two provisions of the loan agreement. 

The first is a requirement that Britain 
make pounds earned in current trade freely 
exchangeable for dollars. This clause took 
effect July 15, 1947. Under that provi- 
sion, any country that sells goods to Brit- 
ain can demand payment in dollars. This 
Government already has postponed the ef- 
fective date of that provision with regard 
to a few of the countries with which Brit- 
ain trades. However, the British fear that 
it still will lead to a serious drain on their 
dollar supply, and they would like to get 
the whole provision postponed. 

The second is a provision that forbids 
the British to discriminate against U.S. 
goods in their buying abroad. Britain would 
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BRITISH BROKERS 
... the stock market reflects the gloomy outlook 


like to buy in countries that will take pay- 
ment in pounds instead of dollars, without 
having to buy corresponding amounts of 
the same goods in U.S. This Government 
may agree to disregard this requirement 
so far as British colonies are concerned. 
However, there is nothing in the agree- 
ment that permits a general relaxation 
without Congress’s approval. 

Buying abroad already is being reduced 
by the British to save dollars. But, even so, 


Britain is spending about $200,000,000 
more every month in other countries than 
she is earning in other countries. 

The stock market in Britain is reflecting 
this gloomy outlook. Prices, including those 
of gilt-edge securities have declined sharp- 
ly in recent days. The Government’s 2 
per cent bonds have reached new lows well 
below 90. 

The French crisis is even more severe. 
Recovery is falling far short of the goals 





JEAN MONNET 
.-. @ diminishing confidence in the franc 
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gt up in the Monnet plan. This is a five- 
ear recovery program written by former 

Reconstruction Minister Jean Monnet, 
| whose job now is to direct operation of 
the plan. 

Inflation is the greatest threat. Prices 
in some lines are running so high that 
France is having trouble finding export 
markets. High prices for consumer goods 
ead to strikes for higher wages, which add 
fuel to the fires of inflation. Currency in 
circulation has increased from 632,000,- 
900,000 francs to 733,000,000,000 in the 
last year. The black market still is flourish- 
ing, despite Government measures to con- 
trol it. These are the facts behind the 
French public’s diminishing confidence in 
the franc. 

Production is far behind schedule. So is 
glling abroad. In both of these situations, 
the coal shortage is a principal factor. 
Local coal production is better now than 
in the period immediately preceding the 
war, but imports of coal are presently 
lagging. 

The dollar supply is being drained off 
rapidly. This is because imports are ahead 
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THE VOICE OF EXPERIENCE 


of schedule, while exports are behind 
hedule. 

Both nations are looking to this Gov- 
emment for more help. If that help comes, 
through the Marshall plan, it may be less 
generous than many have imagined. Con- 
gress is cool toward the idea of writing a 
big blank check for propping up European 
tconomies. This Government can be ex- 
peeled to tie strings to whatever new help 
it gives Europe. 


CONGRESS REVISION 
IN TAX REGULATIONS 


Individual taxpayers did not get the re- 
lef they were promised this year, but the 
recent session of Congress did make some 
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Can you AFFORD to leave your 
RECEIVABLES UNINSURED? 


YOU KNOW that a large percentage of your working capital is 
represented by your accounts receivable. Look at your own statement. 
Can you afford to leave your receivables uninsured ... or could a 
jump in your credit losses wipe out your profits? 


SOUND BUSINESS JUDGMENT tells you that your accounts receiv- 
able are important assets al all times . . . subject to risk al all times 

. should be protected at all times. That is why manufacturers and 
wholesalers in over 150 lines of business carry American Credit 
Insurance... which GUARANTEES PAYMENT of your accounts 


receivable for goods shipped . . . pays you when your customers can’t. 


TODAY, CREDIT LOSSES ARE RISING... . following the same basic 
pattern that appeared after World War I... No one knows how far 
this trend will go. It is time to give more attention to your credits. 


SEND FOR FACTS ON CREDIT LOSS CONTROL. Knowing thie facts 
about American Credit Insurance and Credit loss control may mean 
the difference between profit and loss for your business . . . in the 
months and years of uncertainty that lie ahead. Write today for full 
information. Address: American Credit Indemnity Company of New 
York, Dept. 44, Baltimore 2, Md. 


FADIA 
PRESIDENT 
American — 
AMERICAN 
CREDIT INDEMNITY 


Credit Insurance 


Pays you when 
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your customers can’t 
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and contacts can pro- 
duce results... quickly. 
If you have interests in the Capital, we cordially invite 


your inquiry. 
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Member—Federal Deposit Insurance Corporation Washington, D. C 
Federal Reserve System Daniel W. Bell, President 





















Advertising in The United States News is 
NEWS. ... The management staffs, the pro- 
duction staffs, the men of science, engineer- 
ing, sales, distribution, finance, transporta- 
tion—these men are cover-to-cover readers 
because they must keep informed on national 
trends. 


The United States News 
30 Rockefeller Plaza, New York 














Borden’ 


DIVIDEND No. 150 





Take my car... but you can’t borrow, 
Beg or rent my brand new Toro. 


TORO. 


POPE MOWERS. 


An interim dividend of sixty cents 
(60¢) per share has been declared 
on the capital stock of The Borden 
Company, payable September 2, 
1947, to stockholders of record at the 
close of business August 12, 1947. 
E. L. NOETZEL 
July 29, 1947 Treasurer 














Dinance Week 


important changes in the laws affecting 
other fields of taxation. 

Tax changes, some of which escape 
notice in the excitement over the personal. 
tax squabble, include these: 

Wartime excise rates that would hay 
expired June 30 were continued indefinite 
ly. These included rates on a long list of 
luxuries, admissions and other things tha 
were increased early in the war. 

Pay-roll tax for Social Security's old. 
age insurance program was frozen at ] 
per cent each for employer and employe 
until 1950. Then it goes up to 11 per cent 





ee 


NIGHT CLUBBERS 


. peace—it’s expensive 


until 1952, when it becomes 2 per cent. 
Without any action by Congress, the tax 
would have gone up to 21% per cent Jan. ], 
1948. 

Copper import tax was suspended until 
1950 to relieve the copper shortage. 

Servicemen’s exemption from income 
tax on the first $1,500 of service pay will 
end Jan. 1, 1949. 

Percentage depletion on the mining of 
various ores—a wartime device to permit 
the writing off of a percentage of the value 
of mining property for tax purposes—was 
made permanent. 


RULINGS ON RESERVE 
OF CORPORATIONS 


Section 102 of the Internal Revenue 
Code may not turn out to be the threat 
that many corporations have feared. This 
is the conclusion to be drawn from three 
recent decisions of the U.S. Tax Court 
involving that section. 

Under Section 102, the Treasury can 
levy penalty taxes against corporations 
that withhold unreasonable amounts of 
their earnings instead of paying out these 
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earnings 2S taxable dividends. The Treas- 
ury has let it be known that it questions 
ases in Which dividends amount to less 
than 70 per cent of earnings. 

Corporations, however, are not neces- 
arily to get in trouble if they pay out less 
than that. This is made clear by the Tax 
Court, headed by Judge Bolon B. Turner, 
in recent rulings. 

Principles established by the three de- 
sions include these: 

The right to grow must be recognized. 
Thus, a company may hold back money 
for new buildings or new equipment. It is 





—Harris & Ewing 
JUDGE TURNER 
+». reserves—more leeway 


ut to be forced to deplete its capital 
through dividends so that it has to borrow 
money for expansion. 

Tax avoidance must be the purpose of 
withholding earnings from stockholders if 
penalties are to be assessed. In one case, 
the Tax Court found the company’s with- 
holdings were beyond its real needs, but it 
lismissed the penalty on the ground that 
the purpose of the accumulation was not 
to help stockholders avoid taxes. 

Particular problems of a corporation 
ae controlling. In one case, a company 
layed dividends until the following cal- 
‘dar year to await the auditor’s report, 
and this was upheld by the Court. In an- 
other case, a company paid out no divi- 
iends at all, and the Court found no 
objection. 

Unknown risks can be a ground for ac- 
cumulating earnings. The Court upheld 
le company that withheld its earnings 
‘or whatever unnamed difficulties it might 
‘cotnter in the future. 
ae latitude, thus, is to be allowed 
‘isinessmen in deciding how much to pay 
wt to stockholders. The Treasury cannot 
‘unt on the Tax Court’s backing in any 
‘net enforcement of the 70 per cent rule. 
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“SPIKE” seems to lack confidence. 
But plant owners with Cyclone 
Fence have plenty of confidence in 
its ability to keep out thieves and 
troublemakers. It’s easy to see why. 

Cyclone’s own factory-trained 
erecting crews install this sturdy 
fence to stay there. Under normal 
conditions, Cyclone Fencestaystaut 
and true for years. Gates don’t drag, 
rails don’t buckle, posts don’t get 
out of alignment—because this fence 
is scientifically designed for extra 
strength and expertly installed for 
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long, trouble-free service. 

Send for your copy of our free, 
illustrated fact-book. It will help 
you to judge for yourself Cyclone’s 
superiority of construction and de- 
sign, and to see which type of U-S-S 
Cyclone Fence fits your particular 
requirements. There’s no obligation. 
And remember—no job is too large 
or too small, 


CYCLONE FENCE DIVISION 
(AMERICAN STEEL & WIRE COMPANY) 
Waukegan, IIl. Branches in Principal Cities 
United States Steel Export Company, New York 








Clip this coupon—and send it to: 

Cyclone Fence, Waukegan, IIl., Dept. E-87 
We'll send you our free, 32-page book on fence. 
It’s full of facts, specifications, illustrations. 
Shows 14 types of fence. Before you choose any 
fence for your property, get the facts about Cyclone. 





Interested in fencing: [) Industrial; [J School; [) Playground; 
T] Residence. Approximately .: .....ccccccdescsacecccccsccess feet. 
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Messrs. Bohlen and Kennan, Authors of Firm Policy to Russia: 
How They Reached Conclusion That U.S.S.R. Will Not Co-operate 


Two young professional diplomats are 
recasting this country’s Russian policy. 
The two, both veterans of long service in 
the Soviet Union, have reached a summit 
of influence at a time when American- 
Russian affairs are entering a_ sterner 
phase. Their ideas are embodied in a new 
turn in this country’s policy, and apparent- 
ly will condition developments for months 
to come. The men: 
> George F. Kennan, 43, long a pessi- 
mist about Russian intentions, is director 
of the State Department’s Policy Planning 
Staff. He makes long-term policy that pro- 
vides a single well-understood goal toward 
which all decisions are directed. 
> Charles E. Bohlen, 42, a convert to 
the pessimistic viewpoint, is Counselor 
of the Department. Secretary George C. 
Marshall counts heavily upon him for 
guidance in making the day-to-day de- 
cisions that give Mr. Kennan’s policy 
effect. 

New cycle. Together, the two have 
steered official thought into a new era. 
It is distinguished primarily by the re- 
luctant abandonment of hope that Russia 
intends to co-operate with the capitalist 
nations in bringing order to the world. 
American policy now is tied to that one 
central thought. 


This basic conclusion is the product of 
the observation, experience and thought of 
both Mr. Kennan and Mr. -Bohlen. The 
study and reasoning behind it, however, 
are particularly the contribution of Mr. 
Kennan. 

Mr. Kennan and the Russians. Even 
before American recognition of Soviet Rus- 
sia, Mr. Kennan was studying that coun- 
try. The State Department chose him, 
early in his Foreign-Service career, for 
special training as a Russian expert. For 
five years he boned on Russian language, 
history, literature and culture, and the 
ideology, law and economics of the Soviet 
Union. 

With Mr. Kennan, learning is a lifelong 
pursuit. He is a constant student of 
peoples and philosophies, deeply cultured, 
widely read. He likes to reduce any prob- 
lem, first of all, to basic principles and 
then apply specific knowledge and tight 
reasoning to arrive at courses of action. His 
favorite books are Plato’s “Republic” and 
Gibbon’s “Decline and Fall of the Roman 
Empire.” In a recent statement of policy 
he quoted from both. 

The thoughtful, philosophic Mr. Kennan 
went to Moscow with the first American 
diplomatic mission after recognition. There 
he saw much to excite his admiration in 





the externals of the Soviet system. By 
he was interested,. too, in the ideas that 
lay behind it, concerned about the wide 
differences between the totalitarian and 
Democratic philosophies. 

This was the first of Mr. Kennan 
three assignments to Russia. Then and 
later he sought contacts with the Russians 
and their leaders. Opportunity sometimes 
was limited. But Mr. Kennan is an easy 
and agreeable companion, who likes to 
sit up late dissecting ideas. First and last, 
his exploration of the Russian mind and 
his discussions of the fundamental ques. 
tions raised by the Soviet experiment were 
thoroughgoing. 

Mr. Kennan’‘s conclusions. As a te- 
sult of study, discussion and thought, Mr, 
Kennan has reached a series of conclu. 
sions which now have become the corner. 
stone of American foreign policy. As he 
sees it: 

The Russian leadership is committed 
irrevocably to the idea that Communism 
and capitalism cannot exist side by side, 
to the doctrine of an inevitable, eventual 
clash. 

Russia is unable industrially and mili- 
tarily to challenge capitalism by war. So 
the men of the Kremlin are playing a 
long-term game, convinced that in the next 


—U.S. Army Signal Corps 


MR. BOHLEN (circled) AT THE SIDE OF PRESIDENT ROOSEVELT DURING THE YALTA MEETING 
... He has heard and weighed every word of importance to pass between the spokesmen of Russia and this country 
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‘ecade or so a great depression will shat- 
er the capitalist states. Russia and the 
ommunist Party then will be in a posi- 
ion to take over. Russia, meanwhile, is 
joing nothing to prevent that debacle. 
Concessions may be expected from 
ime to time. These, however, must be re- 
mrded merely as temporary deviations 
‘om the main Russian program and de- 
‘med solely to achieve immediate and sub- 
dinate objectives. 

To take advantage of a world economic 
rash, Premier Stalin and his ruling coterie 
yst retain and consolidate the power they 
how hold. This has been built on the 
baked force of police power. At pres- 
iit it is being reinforced by holding up 
» the Russian people the bogey of the 
foreign enemy. 

Mr. Bohlen and the Russians. Mr. 
Bohlen largely agrees with Mr. Kennan. 
iny differences concern unimportant de- 
als They reached their similar views, 
however, by different routes. 

Mr. Bohlen also was assigned to Mos- 
ww soon after recognition, and he, too, 
ws had three tours of duty there. He did 
wt have Mr. Kennan’s exhaustive school- 
ig in Russian ways, but he, too, was 
servant and eager to learn what Rus- 
da was doing. The outward aspects of 
Soviet life caught his imagination. 


A cheerful, agreeable, hard-working 


yung Foreign Service officer, he, too, 
ningled with Russian officials. He learned 
the language. But, unlike Mr. Kennan, he 
jas not concerned with the hidden moti- 








vations of the Communist leaders. Al- 
though conservatively inclined, he was 
counted a firm friend of Russia. 

Mr. Bohlen’s attitude began a slow 
change after the war. Assigned to the 
State Department as its Russian expert, 
he attended the Big Three conferences at 
Teheran and Yalta, and all the succeeding 
important meetings with the Russians. At 
these meetings, he served as interpreter. 
He has heard and weighed every word of 
importance to pass between the spokesmen 
of Russia and of this country. 

Russia’s maneuverings, the 
repeated obstructions taised by Moscow, 
gradually undermined Mr. Bohlen’s con- 
fidence in the Soviet leaders. Their inclina- 
tion to haggle later over the meaning of 
words in agreements, words that he had 
had a part in carefully working out, drove 
him further out of sympathy. Like former 
Secretary James F. Byrnes, he was forced 
into repeated reviews of his position and, 
like Mr. Byrnes, shifted gradually from 
what some denounced as appeasement to 
firm dealing with Russia. 

Foreign Service men. Both Mr. Ken- 
nan and Mr. Bohlen started in the Foreign 
Service at the bottom and were quickly 
recognized as men of promise. 

Mr. Kennan came in after schooling in 
Germany, at an American military acad- 
emy and graduation from Princeton. His 
gift for quiet, critical analysis soon proved 
of value. In addition to his service in 
Moscow, his assignments mostly have been 
in Eastern Europe—Riga, Kovno, Tallinn, 
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AMERICAN EMBASSY IN MOSCOW WHERE MR. KENNAN SERVED 
. .. he saw the men in the Kremlin playing a long-term game 





Prague. At the time of Pearl Harbor he 
was in Berlin, and he was interned until 
an exchange could be made. 

Early in 1946, during the Iranian crisis, 
Mr. Kennan was in charge of the Em- 
bassy at Moscow. He wrote then, for the 


guidance of the Department, an ap- 
praisal of Soviet motivations and objec- 
tives, similar to the ideas he holds today. 
Secretary Marshall came across it during 
his intensive indoctrination course soon 
after he took office. He sent almost at 
once for Mr. Kennan. 

Mr. Bohlen entered the Foreign Service 
after graduation from Grotén and Har- 
vard. Between Moscow assignments he 


served in numerous scattered capitals. 
He was in Tokyo on Pearl Harbor day. 
At the big international meetings, 


Secretary Byrnes found his advice and 
his knowledge of Russia valuable, as well 
as his ability as a translator. So, too, did 
Secretary Marshall. The latter made him 
a special assistant and recently promoted 
him to the post of Counselor. This post 
lies outside the main lines of State De- 
partment command. The job is whatever 
the Secretary and the Counselor choose to 
make it. Just now it is one of the highest 
importance. 

The future. By whatever divergent 
routes they reached their conclusions, Mr. 
Kennan and Mr. Bohlen agree as to what 
now should be done. Their policy is: 

To oppose Russian expansion at 
every possible point. To rebuild Eu- 
rope economically, and do so inde- 
pendently of Russia. To give every 
possible assistance to nations outside 
the Russian realm of influence. Mean- 
while, gruff talk and threats are to 
be avoided, for they help the Russian 
leadership its prestige at 
home by talk of foreign enemies. 
Meanwhile, with Russia so contained, 

there are possibilities, in the Kennan- 
Bohlen view, that the Soviet regime, it- 
self, may crack, economically or politically 
or both. The Russian leadership, they be- 
lieve, has lost touch with the people and 
a crisis with the death of 
Premier Stalin and the transfer of power 
to others. Russian industry has 
thrown out of balance by an emphasis on 
manufacture of heavy goods to the neglect 
of consumer goods. Communication facil- 
ities in so big a country are negligible. 
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War, of course, is a possible end prod- 
uct of the whole new attitude, as it would 
attitude toward Russia. At 
present, however, most think 
it lies at least 10 and probably 15. or 
more years away even as a possibility. 

Implacability. At any rate, a new im- 
placability has been added to America’s 
policy of being firm with Russia. It is 
evident in dealings with the Russians 
wherever the countries into 
contact. And behind it stand primarily 
Mr. Kennan and Mr. Bohlen. 
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